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1 SACRAMENTO, CALIFORNIA; SATURDAY, JULY 26, 1997
2 9:30 A.M.

3 CHAIRMAN ENTHOVEN: Good morning. Meeting
4 isready to begin. 1'd like all the membersto taketheir

5 seats. 1'd like particularly to thank you all for coming

6 thismorning. Thetask force members| think are showing

7 alot of commitment and dedication, and | appreciate the

8 sacrifice of your time. In thiscase, sacrifice of a

9 weekend. Also, asl look at Bill and Brad over there, I'm

10 thinking that I regret that | didn't in advance put out an

11 agenda and declarethat thisbe a casual day so that |

12 wouldn't have to be --

13 MR. HAUCK: | knew that wasyour intent.

14 CHAIRMAN ENTHOVEN: And | apologizefor the
15 error of not doing that. But | thank for setting the

16 appropriatefashion trend. I'd liketo ask Jill, the task

17 forcesecretary to call therole.

18 MS. MCLAUGHLIN: Please signify your

19 attendance by stating " present.” Alpert, Armstead, Bowne.

20 MS. BOWNE: Here.

21 MS. MCLAUGHLIN: Conom, Decker, Enthoven.
22 CHAIRMAN ENTHOVEN: Here.

23 MS. MCLAUGHLIN: Farber, Finberg --

24 MR.CHRISTIE: Present. Thealternate.

25 MS. MCLAUGHLIN: Thank you. Gilbert.

26 DR. GILBERT: Here.

27 MS. MCLAUGHLIN: Griffiths, Hartshorn,

28 Hauck.
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MR.HAUCK: Here.

MS. MCLAUGHLIN: Hiepler, Karpf.

MR. KARPF: Here.

MS. MCLAUGHLIN: Lee, Murrell, Northway.

DR. NORTHWAY: Here.

MS. MCLAUGHLIN: O'Sullivan.

MS. O'SULLIVAN: Here.

MS. MCLAUGHLIN: Perez, Ramey, Rodgers.

MR. RODGER: Here.

MS. MCLAUGHLIN: Rodriguez-Triaz.

MS. RODRIGUEZ-TRIAZ: Here.

MS. MCLAUGHLIN: Severoni.

MS. SEVERONI: Here.

MS. MCLAUGHLIN: Spurlock, Tirapelle,
Williams.

MR.WILLIAMS. Here.

MS. MCLAUGHLIN: Zaremberg, Zatkin. Thank
you.

CHAIRMAN ENTHOVEN: Thank you very much
Jill.

Our goal in holding those study sessionsin
general areto provide background information for task
force members. Early on, the content of the meetings had
mor e presentations by non-members. But what we're
planning forseeing is a gradual trend to where the work of
the membersin their expert resource groupsand in the
particular work they've been doing to study our problems

will take more of thetimein the study sessions, then we
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will gradually be phasing down the presentations from
outsiders.

So we're partway into this process now, but
thereisalot of valuable background information that we
can absorb by the presentations that we are going to be
seeing.

The plan scheduled for today will beto
entertain thefirst topic of discussion with effortsto
continuously improve the quality of care and to manage the
process of competition from the purchasers point of view
from now until 11:00 o'clock.

And then without objection, we'll move into
thefirst report of the first expert resource group about
11:15t0 11:35. And then to the second oral report from
11:40to 12:00. And then we'll moveto a presentation on
managed care'simpact on women from 12:10to 12:40. And
then to a 15-minute presentation on the task force public
survey, which we are planning before we adjourn at 1
o'clock.

Phil, do you want to talk about the
administrative issues?

MR. ROMERO: Couple of quick administrative
issues, and then one quick policy-oriented issue.

First, in theadministrative area, | have
some good news and some no news. The good newsisyou'll
recall that at thetime thistask force wasfirst convened
and your appointment, there was uncertainty about whether

task force memberswould be subject to the Palitical

6
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1 Reform Act, in particular, a need to disclose assets and

2 conflictsof interest and thingslike that.

3 We asked for awritten opinion from the Fair

4 Political Practices Commission, which just camein on

5 Thursday. There'sa copy in the mail to you as part of

6 our packet to you, and their opinion isthat it will -- it

7 isnot going to be necessary for you to fill out those

8 forms. So we can thank the Fair Political Practices

9 Commission for saving you all several hours of work and
10 record keeping.

11 Second, in the no news department, at the

12 last task force meeting in South San Francisco, we were
13 asked about the status of the bill, | believeit'sa

14 Richter Bill AB227, if | recall correctly. It'sa bill

15 that would authorize the reimbursement of task force
16 membersfor expenses. That bill isone of thetrailer

17 billsaspart of the state budget. Itsfateistherefore

18 bound up with all the other elements of the state budget
19 about which there'sa very substantial betting pool going
20 on in Sacramento. Sothere'snonewsthere.

21 And thefinal point, administrative point,

22 the-- | guessa bit of explanation. | am inundating you
23 with paper. | know it. | empathize. But | really don't
24 havea lot of choice. When members of the public request
25 that a particular submission be provided to all task force
26 members, | don't feel, and | believe -- and | believea

27 legal interpretation would confirm that | don't have the

28 authority to selectively determine who should -- at least

7
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for task force members-- should or should not receive
that material.

| am intending to direct them or give
gpecial attention to a particular ERG, if it hasa
particular interest. But | feel an obligation to provide
everything or most everything to everybody. Now, asa
Ph.D., you would expect meto think that everybody spends
all their timereading. | recognizethat thisisa
non-trivial burden, and we are very happy totry to give
you some commentary to suggest which itemswe think should
be of interest to particular members. But that'sa
necessary condition.

Thefinal point, on more of a policy point,
we have distributed a document, looks like this, the title
iscalled: " A Spectrum of Policy Approaches’ and a
companion, which isa matrix. In the ensuing couple
months, each ERG will be providing an oral and then later
awritten report. Thosereportsasthe guidelines
document ar e supposed to provide a menu of options of
potential task force recommendationsin the area of that
particular expert resource group.

That'simportant because one of the
deficiencies of Blue Ribbon commissionsisthey often --
they often will stipulate, decide something is desirable,
somebody should do it somewher e, somehow, without being
very concrete and specific about the mechanism by which it
should be done.

Those which avoid that flaw often fall into
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either theliberal trap or the conservativetrap. The
liberal trap is, if it'sdesirable, it should berequired.
The conservativetrap is, if it'sdesirable, the free
market must be doing it already.

Precisely to stretch our imaginations,
including my own, | basically just from memory without a
scholar ship produced this spectrum. It'sa simple attempt
totry toarrangea-- an array of alternative mechanisms
that could be used if the task force decided that
government action was necessary in a particular area.

At oneend, thetop end, it'svery voluntary
and not at all coercive, what | call job owning. At the
other end, it's extremely coercive, legal requirements
with arangein between.

Thematrix isan illustration simply of a
format that the ERGs can consider using. When you come up
with a menu of alter native approaches asthe columnsdoin
this matrix, which deals with consumer choice -- and |
thank Skubik for having produced this matrix -- you can
consider for each of those columns a range of different
mechanisms which are along those rows.

The purpose for thisisjust to provide some
discipline, some comprehensiveness asthe ERGs prepare
their recommendations so that they're assured that they
consider not only optionsthat conform to their particular
political philosophy, but also a range of othersaswell.
Thisisawork in progressright now.

Just my first personal thoughts, if you find

9
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this useful and would likeit to be refined more, | can do
so based on your comments later. That'sall | have.

CHAIRMAN ENTHOVEN: Thank you very much.
Now we're going to move into a session on effortsto
continuously improve the quality of health care. We've
been hearing alot complaints and a lot of explanations of
the problemsin the system of competing managed care
plans. And some people are probably wondering, " Well, how
isit supposed to work? Doesit ever work?"

W e have the good fortune this morning of
hearing a presentation from Mrs. Margaret Stanley, who is
the assistant executive officer for Health Benefit
Servicesfor CalPERS, California Public Employees
Retirement System, who arerunning what is probably in
most respects the best model of how thisis supposed to
work.

CalPERSisavery important living example
of well-managed competition from a number of points of
view, one of which I'd like to call to the task force's
attention. And that is, one of theideasin thiswhole
concept that was very important was that people would have
arange of choices, and then astime went by, these would
be responsible choices, and they would gradually migrate
to the kinds of health plansthat they saw best served
them. And then everyone who would bein a health plan
would bethereto volunteer becauseit hasitsown
r esour ces.

| think one of the areasthat things had

10
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1 gonewrongin therecent yearsisthat many employers have

2 dropped the fee-for-service plan or whatever and moved

3 their employeesright intoan HMO.

4 Yesterday, | wasat Cal Western Occidential,

5 and today I'm HM O ARB. And so it lacked that important

6 element of choice and volunteerisms.

7 From CalPERS, we're going to hear a

8 description of a successful system. And one of the keys

9 isthat the membershave had awide range of choices and

10 hasgradually migrated, not entirely, but mostly to HM Os

11 and either to HM Osor preferred provider insurance

12 arrangements. So we'll begin with Margaret Stanley.

13 Thank you very much for coming. I'm looking forward to

14 hearing what you have to say.

15 MS. STANLEY: Good morning Mr. Chairman and
16 membersof thetask force. | am delighted to be with you

17 thismorning. And | am following your deliberationswith

18 interest.

19 The CalPERS Health Benefits Program is

20 governed by the Public Employees M edical and Hospital Care
21 Act, which iscalled PEMHCA. The program has proven to be
22 successful. Employees' satisfaction scoreswith their

23 health plansarerising while health care costsremain

24 stable.

25 From 1993 to 1995, overall satisfaction with

26 CalPERSHMOsrose from 75 percent to 80 percent. And from
27 PPOs, they rose from 69 percent to 82 percent. CalPERS

28 premium ratesfor HM Oswere on a declining trend from 1993

11
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1 t01997. The 1998 premium rateswill rise only slightly

2 by 2.8 percent for HM Os and 5.3 per cent for PPOs compar ed
3 to expected premium rate increases nationally of up to 10

4 percent.

5 The CalPERS Health Benefits Program provides

6 health coverage to over one million individuals and their

7 families. The program provides health coverageto

8 employees of the state of California, over 1,100 public

9 agencieswho contract with usvoluntarily, and the

10 California State University System and their dependents.
11 The state comprises 65 percent of the member ship, and the
12 public agencies and the university system comprise 35

13 percent of the membership. Retired members comprise 20
14 percent of the membership. Public agenciesregardless of
15 their sizeor therisk of the population can join the

16 program.

17 For example, the M osquito Abatement District

18 of Antelope Valley which hastwo employeesisa member
19 agency. New employees of member agencies and employees of
20 new agenciesjoining the program who are eligible for

21 health coverage do not have to endure waiting periodsto
22 receive benefits and cannot be denied coverage dueto

23 pre-existing conditions.

24 Public agency member ship continuesto grow

25 for two basic reasons. First, the program offers access

26 to comprehensive quality health care at affordablerates.
27 And second, the public agencies save on their

28 administrative costs. The Health Benefits Program annual

12
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health care premiumstotal 1.5 billion dollars. CalPERS
administersthe Health Benefits Program including
eligibility and enrollment for one half of one percent of
the premium rate.

Thelow overhead isdueto the economy's
upscale and efficient program management possible with a
program of thissize. The Health Benefits Program is now
all managed care.

In the 1970s, the program offered unmanaged
indemnity insurance, but member ship declined dueto its
high cost. Today, 80 percent of the membership is
enrolled in HM Os and 20 percent in PPOs. Thishas
occurred asa result of member choice for lower cost
managed health car e options.

As| mentioned before, 80 percent of the HMO
member s ar e satisfied with their HM Os. So the consumers
in general are happy with their HM Os, and our
participating employers are very happy with the cost
control HM Os supply. We believe HM Os arejust about the
only politically acceptable and effective approach to
controlling health costs.

Therearefour key elementsto the program's
success. First, choice of plansand plan types. CalPERS
presently contractswith 14 HM Os, two self-funded PPOs,
and four associating plans. Also, CalPERS has contracts
with out-of-state health plans and has expanded existing
HM O contractsto provide lower cost health coverage for

membersresiding in rural areas and out of state. The

13
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1 widevariety of health plan choices provides market

2 competition among the health plans.

3 Second, active purchasing management.

4 CalPERSrequireshealth planstoreport quality and

5 performance measurements and utilization trends. CalPERS
6 takesatough negotiation stance with health plans which
7 takesinto account quality and performance measures,

8 utilization trends, and customer satisfaction levelsin

9 addition to cost.

10 In 1992, CalPERS froze enrollment into one

11 health plan dueto the plan'sunwillingnessto reduce

12 their premiums. CalPERS isalso closely monitoring the
13 patient-provider relationship to make sure our members
14 receive continuity of care. We are concerned with

15 provider network disruptions.

16 Third, the composition and leader ship of the

17 CalPERSboard. CalPERSisadministered by the

18 decision-making board which governsthe health benefits
19 program, theretirement system, and the associated

20 investment portfolio.

21 The 13-member board representsall

22 constituencies, active and retired and state and public

23 agency members, the consumers, state and public agency
24 employers, the governor, statetreasurer, state

25 controller, and thelegislature and the insurance

26 industry. CalPERSisthe second largest employer

27 purchaser of health carein the nation. Only the Federal

28 Employees Program islarger.

14
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1 Duetoitslarge size, the CalPERS Health

2 Benefits program has been ableto develop strong

3 leadership in purchasing and providing health care. The

4 Board of Administration insists on affordable premiums,

5 high-quality care, and good customer service from its

6 contracting health plan.

7 Thefourth isaccessto comprehensive

8 quality and affordable health benefits. The CalPERSHM Os
9 arerequired to offer a standard comprehensive benefits

10 package with standard co-payments. Standardizing the

11 benefits helpsthe membersand CalPERS Health Benefits
12 Program administratorsfocuson the delivery of health

13 services and compar e access quality of care and customer

14 service, aswell asthe cost of the services.

15 The standard benefit package also helps

16 reduce adver se selection among health plans. Dueto the

17 fixed employer contribution for active state members,

18 which has been frozen since the 1991, 1992 contract year,

19 memberswho choose the higher cost health plans must share
20 in the premium costs.

21 The number of health plans offered by

22 CalPERS hasdeclined over the last decade. This has been
23 dueprimarily to mergersand consolidations. CalPERS has
24 no quarrel with HM O mergers and consolidations aslong as
25 the new bigger health plansdon't attempt to circle the

26 wagonsto increase premiums. HM Oswill continue to

27 consolidate. Next year 80 percent of CalPERS s population

28 will beenrolled in just three HMOs. Kaiser, Health Net,

15
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and Pacific Care.

If they and our other HM Os continueto
improve and provide good quality, patient-focused care,
and continue to control premium costs, they will have a
bright future. If not, we may see more direct contracting
between purchasers and doctors and hospital.

We at CalPERS believe that the health plan
should be held accountable for their performance, create
accountability for health care quality. CalPERSIs
actively involved in the California Cooperative HEDIS
recording initiative called CCHRI. CCHRI was organized to
collect data on HEDI S quality of careindicatorsfor
California health plans.

We have also collaborated with Pacific
Business Group on Health on a number of customer
satisfaction surveys. Asl| mentioned earlier,
satisfaction scores haverisen over thelast threeyears
for both our contracting HM Os and PPOs.

L ast year we analyzed responses of those
memberswho report they are high utilizers of health care
services. And these werethe memberswho reported they
had been hospitalized in thelast year, and those who
expect to have mor e than five doctor visitsin the next
year .

We found that about half the health plans
experienced adrop in their satisfaction scores of five
percent or more for these members. The others experienced

an increase in satisfaction or remained the same. We
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shall continueto study the satisfaction levels of those
memberswho need health care most. We believe that
consumer education and public relations can go a long way
to encourage improvements by the plans.

In 1995, we began publishing a health plan
quality and performancereport that isdistributed to our
member s each year prior to the open enrollment period.
Plan performance on the HEDI S quality of care measures,
satisfaction survey results, and open enrollment exit
survey resultsareincluded in thereport.

Two-thirds of those memberswho changed
plansin 1995 reported that they used thereport in
choosing their new health plan, but only four percent of
our member s changed plans each year, which we believeis
another indication of high satisfaction.

| have brought copies of the health plan --
excuse me -- of the health plan quality and performance
report with me today, aswell asareport we published
last year called CalPERS in the Health Care Marketplace.

Aswe delve deeper into addressing theissue
of quality, it has become obviousthat our efforts convey
that not only to all of one million members, but the
California population at large. CalPERSisteaming up
with health plansto improve the health carethat our
membersreceive.

We arecurrently working with Health Net to
implement a cardiovascular disease program to identify

people who are at risk for cardiovascular disease and then

17
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1 to offer these patients assistance in lowering their

2 risks.

3 We are about to start a program for asthma

4 in our self-funded plans. We are also working on the

5 Consumer Health Access Project with Health Net. Thisisa
6 collaborative effort which includes California Health

7 Decisions, the Medical Quality Commission, and several

8 medical groupsto examine various ways of improving the
9 referral and authorization process and access to specialty
10 care. Thesolutionswill be offered as best practice

11 modelsfor theindustry. And we expect our HM Os will

12 implement them for all our members-- all their members.
13 In addition to influencing the quality of

14 carereceived by California HM O members, CalPERS, along
15 with other purchasers, had been credited with breaking the
16 inflationary spiral of health care costsin California.

17 Thishasbeen beneficial to employers, employees, and tax
18 payersin California.

19 California public employees, like all

20 employees, need premium stability and even better

21 reduction. Premiumsdoubled from 1987 to 1992. If they
22 had doubled again to 1997, the extra cost would have been
23 1.5 billion dollars a year, over $4,000 per employee per

24 year. Although our premiumswill edge up slightly, a 2.8
25 increase for 1998, we will not allow thereturn of

26 dramatic escalation of premiums, because thereis still

27 fat in the system, primarily because of excess capacity.

28 We will continue to aggr essively negotiate

18
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1 for high quality cost effective health care. CalPERS has

2 alwaysdriven to achieve objectives which will result in

3 improved service and medical care for our members.

4 We have recently adopted a leader ship

5 strategy that promotes patient-focused care asour over

6 archingtheme. Thisentailstreating the whole patient

7 with emphasis on prevention, implementing disease

8 management programs, requiring our health plansto put the
9 needs of the patient before those of their shareholders,

10 and encouraging healthy communities.

11 Our future activitieswill focus on the

12 following five areas. First, maintaining and increasing

13 access. Thiscan be done by reducing provider and network
14 instability, assuring rural HM O cover age, and offering a
15 choice of plans, which include one or mor e open-provider
16 choice plans, like our self-funded PPO products.

17 Second, defining accountability. We will

18 require plansto define accountability more clearly for

19 what the health plans are accountable for and what the

20 provider responsibilitiesare. Wearein the process of

21 establishing alist of rights and responsibilities, which

22 will be directed toward assuring good coordinated

23 patient-focused care.

24 Third, holding health plans accountable.

25 Future quality reports may includeresults of performance
26 measuresthat have been incorporated in the health plan
27 contracts. For example, ID card issuance, distribution of

28 evidence of coverage booklets, aver age speed to answer

19
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telephone by alive voice, et cetera. And a grade which
would be determined by looking at their performancein a
number of areas aswell aswhether they are NCQA
accredited.

Fourth, encouraging planstoinvest in
information systemsinfrastructure. Thiswill mean that
the health careindustry will need to agreeto
standar dized data formats and reporting requirements. And
unless -- we will never really make progressin our
effortsto improve quality of care unless we improve our
data that we collect from health plans.

Fifth, we are considering risk adjustment.
We arecurrently reviewing the feasibility of risk
adjusted premiumsfor our program, and we have a group of
health plan representatives and stakeholders advising us.
We are asking our HM Osto be accountable for good quality
care and hassle-free service at a price we, both the
employers and the employees, can afford.

It's a challenge full of contradictions and
dilemmas. We need to do thisfor everyonein the country
regardless of their source of payment, because ultimately
weareall in thistogether. It'sasif we haveariver
which overflowsits banks and floods every spring, which
isvery aproposfor Sacramento. We can't go out and
sandbag just our own piece of river front and expect to
stay dry. Wewould be pleased to be of assistanceto this
Commission, thistask forcein any way we can. Thank you.

CHAIRMAN ENTHOVEN: Thank you very much,
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Margaret.

MS. STANLEY: I'd be happy to answer any
guestions.

CHAIRMAN ENTHOVEN: Yes.

MR. HAUCK: You talked about there being
still some fat in the system in the form of excess

capacity. Could you say some mor e about that.

MS. STANLEY: Yes. Actually, I think the
excess capacity isin extra hospital bedsand in the
number and distribution of physicians. There'san
oversupply of specialistsin the country, quite a dramatic
oversupply in California, and there have been two few
primary care physicians. That situation isimproving. Of
course, all of usare paying for the debt on the hospital
beds which are unoccupied. So we need to try to remove as
much of the excess capacity as possible.

Thereare other areaswherethere'sfat in
the system. Oneisjust in theway careisorganized and
delivered and continuous quality improvement efforts by
doctors and hospitals and other membersof the
professional health careteam will work on that given the
proper incentives. And the other areal would suggest is
administrative costs; that we need to streamline
administration and devote as much of the health care
premium as possible to health care.

MR.HAUCK: Onemore. Can you -- going to
rates, you referred to the 2.8 increase that you expect.

What do you see beyond 1998 in terms of increased rates?

21
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1 MS. STANLEY: Waell, | really can't speculate

2 on what theincreased rateswill be. For onething, we

3 wouldn't want to signal theindustry in terms of what

4 we'rethinking we might be willing to accept. But | have

5 several concerns.

6 Oneistheincreasing cost of prescription

7 drugswhich is affecting everyone nationwide. And our

8 averageincreasethislast year was 13 percent, and in one
9 of our self-funded plansit was 20 percent per member per
10 year. And thisisaproblem we've had in the past. It

11 moderated for a while, but now it's on the upswing again,
12 inlarge part due to manufacturers advertising directly to
13 consumersand newspaper, magazines, and television, and so
14 on, which iscreating a lot of demand.

15 Another area for concern isthe change

16 that'sgoing on in Medicare. When Congressfinally passes
17 abudget, | think we are going to see doctor, hospital,

18 and HM O cuts which will result in a pinch for those

19 providersand health plans. And the natural reaction on
20 their part will betotry to find somebody else to pass

21 those costson to. Sol think we're going to see

22 increased attempts at cost shifting.

23 We're also under standing that the physician

24 groupsin California are pushing back on the health plans;
25 that they've had several years of reductions, and they're
26 getting alot mor e aggressive at trying to get some

27 increased revenue.

28 MR.HAUCK: Do you see--
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1 CHAIRMAN ENTHOVEN: Yes.

2 MR. HAUCK: For aperson like mewho, you

3 know, isnot an expert in any of this, the more -- it

4 almost seems like we are going in opposite directions with
5 respect to objectives here. One objectiveisincreased

6 quality of care, the other objectiveisholdingrates

7 wherethey are or even reducing it.

8 Whereisthat going to -- where do we get to

9 the point whereit'sno longer possibleto do that?

10 MS. STANLEY: Well, I think that cost

11 control and improving quality are not contradictory. In
12 fact, they can be complementary. But | think we haveto
13 bevigilant about monitoring the health plansand its

14 providers, which meansthat we need good data on quality,
15 which isour biggest struggle, which isin the beginning
16 stages of that.

17 | think we have to beworried that one of

18 thereactions by the providersto increasing pressure on
19 cost will beto cut cornerson quality, and that'sthe

20 last thing we want, which iswhy we need to be able to

21 monitor that. But thereisstill alongway togoin

22 improving quality without cutting corners.

23 | would say that we don't have the exact

24 ultimate answer on that; that we learn as we move along,
25 and wetry -- and wetry toreadjust aswe go. | think

26 it'sparticularly important for purchasersto work

27 together. We'revery committed to our association with

28 the Pacific Business Group on Health. We also collabor ate
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1 with the California HIPC and with a Medi-Cal program. We
2 try totalk about what efforts we can do together which

3 will benefit the citizens of California in improved health

4 care.

5 So | don't thinking anybody really knows the

6 answer toyour question. We'rejust going to move along

7 and learn aswe go.

8 MR.HAUCK: Do you see a day when you might
9 set -- do you see a day when you -- in the PERS system

10 where an employee who's covered would be -- would have a
11 basic -- would have basic coverage purchased for them by
12 thestateor by theissued system, and then give the

13 employee the ability to purchase additional coverage or

14 quality or however you want to put that out of hisor her
15 own pocket?

16 MS. STANLEY: Well, actually, that'sthe

17 situation now. They have a choice of health plans. Many
18 of them have a fixed employer contribution at a certain

19 level, and then they make their choices. If they havea

20 perception that certain health plans offer more choice,

21 more quality, better access, or have their doctor when the
22 other plansdon't, they can choose to pay more

23 out-of-pocket for their premiumsto chose that health

24 plan, which many of our members do.

25 We have self-funded preferred provider

26 plans, called PERS Care, which issignificantly more

27 expensivethan the other plans, and many of our members

28 chooseto gointo that plan and pay the extra dollars.
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1 In terms of having supplemental policies, |

N

would not seethat asa likely possibility because you're

w

likely to create a lot of adverse selections for those
4 people who need the service that you're offering in that

5 supplemental plan, and most would choseit, and then the

(o]

cost would spiral out of control for that particular

\I

product.

8 For example, if you have a mental health

9 rider which offered very extensive coverage in mental

10 health, you might have just the people who think they're
11 going to need those services opting for it. And then it
12 would end up being very expensive.

13 CHAIRMAN ENTHOVEN: Clark.

14 MR. KERR: You mentioned that overall

15 satisfaction has been up about five percent or soin the
16 last three or four years. But you also said something

17 interesting that in thelast year, the people who were

18 sick arethose who had five or more visits or were

19 hospitalized, and about half the client satisfaction went
20 down or neutral.

21 And | was curious, what's going on here?

22 Doesit makeadifference? If you'renot sick, thingsare
23 going okay. And if you aresick, thingsare more

24 questionable?

25 MS. STANLEY: Weéll, I think half went down
26 and half stayed the same or went up. Thereason we did
27 thisparticular analysisin our consumer satisfaction data

28 was because it was a particular interest of mine how well
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1 managed care plans are doing at taking car e of the people
2 who need servicesthe most. Most people arerelatively

3 healthy. So when you get an 80 per cent satisfaction

4 level, you don't know how many of those people are using
5 services. And | think we need to look into how well the

6 health plans aretaking care of the sickest people.

7 So | plan to pursuethisarea of inquiry,

8 and | think our effortsin disease management will aid us
9 inthisregard. | wouldn't draw any conclusions from this
10 rather gross analysisother than to say that we shouldn't
11 feel overly reassured that the overall satisfaction rates

12 arethat high without looking into people who are

13 serioudly ill and how the system is serving them.

14 There's a proposed hospital survey that the

15 Integrated Health Care System is planning to send out.
16 And | think that that will be very helpful.

17 CHAIRMAN ENTHOVEN: Rebecca.

18 MS. BOWNE: Could | haveamic? Thank you.
19 Thethrust of my question ison structural changein the
20 health care system, but | wanted to pull together a couple
21 of threadsin your written and oral statement and then ask
22 you for some comments.

23 And | noticed in the maintaining and

24 increasing access, it's offering a choice of plans, and |

25 also notice your -- you know, 80 percent are HM Os; 20
26 percent are PPOs, and then you made the comment that 80
27 percent of all your member ship would be enrolled in only

28 thethreelargest plans, aswe know are from consolidated
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other plans.

MS. STANLEY: Could | correct that?

MS. BOWNE: Sure.

MS. STANLEY: It's80 percent of our HMO
memberswill bein those three plans.

MS. BOWNE: Okay. That'svery helpful. I
guess my question centerson the fact that given the
industry consolidation, to what extent do you feel that is
or isnot hurting the choice of plans by your members?
And obviously | note that only four percent even elect to
change plans. And thisis consistent with federal
employeesaswell. We're about the same number on a
national level. So | guess my question to you would be,
do you feel that the intense industry consolidation among
managed care plansin Califor nia has been good, bad, or
indifferent? And then | do have a follow-up question.

MS. STANLEY: | don't think we know yet. |
don't think that we're ensuing evidence that it's good,
bad, or indifferent. Purchaserswould liketo seethe
result of consolidation to be lower cost, because of the
economy's upscale and greater investment in information
systems and quality and customer service.

What we worry about isthey may try to have
some sort of monopoly in certain areas wheretheresult
would beto try to increase premiums and increase their
profitsfor the benefit of shareholders. And so we give
some attention and thought internally to what kind of

alter natives do we have.
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1 Onewould bedirect contracting with doctors

2 and hospitals; although, there are some legal and

3 regulatory restraints around that. We have looked into

4 that. Another would beto have your own private label

5 brand whereyou contract with an existing health plan to,
6 say, a CalPERS specific health plan. And we will be

7 sending arequest for proposal out thisfall.

8 And we will be bringing it to our board in

9 August, wherewe're proposing that we look at

10 point-of-service product and also an exclusive provider

11 organization, which islike a private label HMO. And then
12 we could work directly with that health plan on the

13 objectives which are most important to CalPERS members.
14 So | think we need to have a variety of

15 strategies, but we don't yet know what the result of these
16 consolidations will be.

17 MS. BOWNE: That'svery helpful. | also am

18 curious. You mentioned about having standard benefits,
19 standardized benefits among the plans. May | takeit that
20 CalPERSbeing a self-insured plan is not subject to state
21 mandates, state-mandated benefitsthat the legislature

22 putson insured plans from employers?

23 MS. STANLEY: Well, private -- private

24 employersare not subject to the state gover nment because

25 of ERISA.
26 MS. BOWNE: Theself-insured.
27 MS. STANLEY: Right. That'scorrect. And

28 CalPERSisnot an ERISA plan, because we're a gover nment
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1 plan. But thelegislature could chooseto passalaw

2 which makes CalPERS subject to it because we are a state
3 agency.

4 MS. BOWNE: Do you have any concept about

5 theincremental increasein cost that would cost you?

6 MS. STANLEY: Weéll, you hear about all kinds

7 of different numbers about the cost of mandated benefits.

8 And in general, purchasers are uneasy with mandated

9 benefits, and our board has a position against mandated

10 benefits, because they think having the flexibility is

11 important.

12 But CalPERS does offer a comprehensive

13 benefit package. So most of those benefitsare the

14 mandated onesthat our board would choose to offer anyway.
15 | think the difficulty with mandated benefitsisthere's

16 very little flexibility so that you get those benefits

17 stuck in law, and then medical care changes. And it would
18 be more appropriate to have something else that you're

19 stuck with something from 15 years ago.

20 MS. BOWNE: | would just enter herethat |

21 think thereisaconcern on thepart of carriers, other --

22 particularly other than those three largest ones certainly
23 about mandated benefits and certainly about the structural
24 rules of the game that make it more expensiveto provide
25 health care such that it even reduces competition further.
26 CHAIRMAN ENTHOVEN: Thank you very much.
27 May | just ask the membersto prioritize

28 their questions. I'm getting a little nervous about the
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1 time, as| alwaysdo. Pick your most important questions.

2

3

Mr. Rodgers.

MR. RODGERS: Do you feel that gover nment

4 and/or the purchaser should be more descriptive or

5 prescriptivein what they requirein terms managed care?
6 For example, do you feel they should set broad-based

7 requirementsfor -- what it soundslike you're saying,

8 you're becoming more prescriptivein what you are

9 requiring in either managed care or unsure.

10 Do you feel that'sthe direction that we

11 need togoin?

12 MS. STANLEY: If | could ask you to clarify

13 your question. You asked about government --

14 MR. RODGERS: Government or the purchaser.
15 MS. STANLEY: | think that purchasers,

16 becausethey areinto a buying relationship with the

17 health planscan be as prescriptive as they want because

18 it'sacontractual relationship. And | believe that you

19 can make alot of progressin that purchasing

20 relationship.

21 | get alittle more nervous about passing

22 lawsor regulations which are extremely detailed and

23 prescriptivein health care because of the lack of

24 flexibility. And sometimesyou end up with people playing
25 to thelowest common denominator rather than tryingto
26 achievethe best performance, just getting by.

27 CHAIRMAN ENTHOVEN: Dr. Northway.

28 DR. NORTHWAY: Yes. I'minterested a little
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1 bit about your dependent coverage. And | seeyou don't
2 have dependent representation. I'm curiousif you could
3 tell usthe percentage of the eligible dependentsthat are
4 covered by the CalPERS program, in particular children.
5 If that number isnot 100 percent, could you give us some
6 idea of what thereasons are for why dependents are not
7 covered.

8 MS. STANLEY: | think in termsof the Board,

9 therearerepresentatives on the Board who represent the
10 members, which will include the employees, and retirees,
11 and their families. So | think they would say that they
12 represent the dependents aswell.

13 | think I would need to get back to you more

14 specifically with the question you asked. But it is

15 possible for employeesto not cover a spouse or

16 dependents. But if they cover any dependent at all, then
17 they haveto cover them all. And, like, the State hasa

18 contribution towardsthe dependent coverage. They don't
19 cover just theemployee. So | think CalPERS has, you
20 know, very comprehensive cover age of dependents, but |
21 don't know right off the top of my head what the

22 percentage participation is.

23 Again, we have 1,100 participating public

24 agencies who have different employer contribution

25 approaches. And there are somerulesthat we have about
26 how that contribution hasto be structured, but | just

27 don't have the exact answer.

28 DR. NORTHWAY:: | guesswhat I'm saying, you
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may offer the coverage, but isit affordable, and thereis
some distur bing evidence that the number of dependents,
particularly children, are falling off the employer
coverage programs. And to methat'sa major problem.

MS. STANLEY: | certainly would agree. It's
not evident to me that that's a problem with the CalPERS
program.

CHAIRMAN ENTHOVEN: Dr. Northway, if you're
a California state employee, you can have family coverage

in an HM O free with no employee benefitsat all. Thisis

a case, you could lead a horse to water, but you can't
makeit drink.

DR.NORTHWAY: In that case, it would be 100
per cent.

MS. STANLEY: That'sright.

CHAIRMAN ENTHOVEN: Likel said, you can
lead a horseto water --

DR. NORTHWAY: | didn't say they had to use
it. | just wondered if they were covered on the program.

CHAIRMAN ENTHOVEN: Okay. Dr. Karpf.

DR. KARPF: The essential theme of your
presentation seemsto be standardization and an
opportunity to do -- compar e analyses.

Do you have any data asto whether that's
effective satisfaction levels or under standing of your
enrollees asto what they're entitled to and what they're
not entitled to and eliminate or decrease some of the

tensions about benefits?
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MS. STANLEY: | can't point to a particular
study. Itismy strongimpression that standardization of
benefitsisa huge help to employees and helping them make
choices about their health plans. And I think putting out
a quality and performancereport that givesfairly ssmple
information to help them chose plansisa great
assistance.

| think one of our biggest areas of inquiry
in the futureiswhat kind of information presented in
what way is most helpful to consumersin choosing health
plans and, for that matter, providers. Andit'sa
complicated area. And wefeel asif we're making some
progressevery year, but we don't have all the answers
yet.

CHAIRMAN ENTHOVEN: Ron Williams.

MR.WILLIAMS: Thereare several themesthat
arerunning through your presentation. One of those
focuses on the accountability, the other on quality and
also on foreign standards. When you talk about the
future, there'sareferenceto encouraging plansto invest
in information systems and infor mation technology. And |
think when you look at the central theme, the information
systems ar e such an important pat of that.

Could you comment and amplify on where you
see your emphasiswill bein that regard?

MS. STANLEY: Yes. Last December, there was
a health information summit that was held in L os Angeles.

Health plans, purchasers, providers, and planswere

33

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



1 invited to -- and Pacific Business Group on Health list

2 the catalyst for this meeting being called. And the

3 purpose of the meeting was to agree on how we're going to

4 come up with standardized data, which can then be moved

5 electronically so that we can move forward on these

6 initiativesto measure quality. And | wasreally amazed

7 that we did walk out of that meeting with that consensus,

8 and with some assignments for various groupsto come up

9 with standardized data.

10 So | think in the next couple of years,

11 we'regoingtoseereal progressin that arena. They're

12 not trying to come up with the ultimate infor mation

13 system, which usually dooms such effortsto failure.

14 They'retrying to come up with substantial progress. In

15 termsof investment in information systems, these lar ger

16 consolidated HM Os we feel should be ableto do that. The
17 bigger challenge wethink isat the provider level,

18 particularly physician groupswherethey tend to not have
19 awholelot of capitol. And it'sjust asimportant for

20 them to have good infor mation systems so they can evaluate
21 their delivery of care. And Clark Kerr isaresident

22 expert on that topic.

23 CHAIRMAN ENTHOVEN: Mr. Gallegos, we'revery
24 happy to have you with us.

25 MR. GALLEGOS: Thank you, Mr. Chairman. I'm
26 delighted to be here. The question | had was, again along
27 thelines of your commentswith regardsto holding plans

28 accountable and dissemination of infor mation to the
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1 consumer. You mentioned in one of your responses what
2 information -- we need to determine what information is

3 most valuable for the consumer to make informed choices.
4 Would your feeling be that aside from

5 performance resultsthat you mention specifically in your
6 statement, would you feel that infor ming the public with

7 regards-- or better informing the public with regardsto

8 treatment coverages, you know, for certain conditions, you
9 know, being able to compar e the plans and what they

10 providefor treatment with regardsto specific conditions
11 would be valuable information for the consumer?

12 MS. STANLEY: Yes, | think it would.

13 MR. GALLEGOS:. Would you be supportive,

14 then, of having these plans publish that information or

15 makeit available to consumers upon request?

16 MS. STANLEY: Isthequestion whether the

17 treatment iscovered or how they go about treating a

18 particular disease?

19 MR. GALLEGOS: Both.

20 MS. STANLEY: | think that that information

21 would be helpful. It'skind of a challengeto figure out

22 when you're overwhelming people with too much detail and
23 sophisticated information. And sometimes we think about
24 what we think they should beinterested in, which may not
25 bethe sameaswhat they'rereally interested in. We

26 then --

27 MR. GALLEGOS: If | wanted to be an informed

28 consumer and look for information specific about certain
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conditions and how the different planstreat them, you

2 know, I'd want to have that information available. |

3 don't know if you feel that that's asimportant for your

4 membersto know that information aswell.

5 MS. STANLEY: I think it'sterribly

6 important. You might find someresistance from the health
7 plans.

8 MR. GALLEGOS: Oh, thereisresistance from

9 the health plans. There'sno doubt about that. In fact,

10 my next question was going to be how are we going to deal
11 with that?

12 MS. STANLEY: When they'revery good at

13 treating a particular disease, they don't liketo

14 advertiseit, because then they'll attract all the people

15 that have that disease, which isareal problem, because
16 we want health plansand providersto become very expert
17 at taking care of certain kinds of patients. The answer

18 ultimately to that isrisk adjusted premiums wherethey
19 can attract those patients and get very good at taking

20 care of them and be paid appropriately and not have

21 financial problems.

22 That's also an area which has a lot of

23 improvement needed. We'rejust looking at demographically
24 adjusted premiums, and we would really need to get into

25 much more sophisticated diagnosis adjusted premiumsto do

26 that well.
27 CHAIRMAN ENTHOVEN: Mark Hiepler.
28 MR.HIEPLER: We'veheard alot of

36

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

member ship satisfaction surveys, and the concern | always
have iswhether you're actually talking to the sick
people. And I'm wondering whether there'sany controlsin
your system to make sure when you say 80 percent are happy
with their coverage, to determine how many of those people
who wer e surveyed had actually been sick, or arewejust
happening to get lucky and get all the well people. And
then secondly, if you've done anything to determine the
satisfaction level of your PPO enrollees as opposed to the
HMO enrolleesto seeif, in fact, thereisa difference.

MS. STANLEY: Well, as| mentioned earlier,
we arevery interested in the experience of the sick
peoplein their satisfaction levels, which iswhy we did
thisextra analysisin the last year to look at what that
was. And it'san area we want to look into much further.
We do survey our PPO membersaswell asour HMOs, and it's
slight -- the satisfaction level is slightly higher for
the PPOsthan it isfor the HM Oson the average. They
tend to like the freedom of choice of provider, and the
complaint isthe higher cost of those plans.

CHAIRMAN ENTHOVEN: Allan Zaremberg.

MR.ZAREMBERG: Maybeyou've just answered
my question. And | think you have a unique situation
wher e people have a choice of putting in their own
resources. And when people put in their own resour ces, it
gives you an opportunity to find out why consumersare
willing to do that, having a study asto why people are

willing to commit their own resour ces.
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1 Do they say they are? | noticein your

2 survey, in your data herethat most people |leave those

3 plansbecause of cost. Isthat a major item? But have

4 you donethat? Why do people choose PPOsover HM Os and,
5 you know, arethey willing to commit their resourcesfor a
6 long period of time?

7 MS. STANLEY: Wedo an open enrollment exit
8 survey, and theresultsarein that quality and

9 performancereport. The main reason people would leave
10 thepreferred provider plan would be because of cost.

11 CHAIRMAN ENTHOVEN: Steve Zatkin.

12 MR. ZATKIN: Yes. Intermsof quality

13 analysis, what istherelevant level of measurement? The
14 health plan or the underlying medical group?

15 MS. STANLEY: | would say that both are

16 relevant. When we have large HM Oswith overlapping
17 provider networks, I think that the data sort of washes
18 out at the health plan level because they've got the same
19 providers. Soit'simportant to look at the health plan

20 level on the quality and at the medical group level. And
21 1 think you also for certain procedureswant to look at

22 the hospital level.

23 So we areincreasingly doing that in

24 collaboration with the Pacific Business Group on Health.
25 And | think there are different audiencesfor thistype of
26 information too. It'snot all just from the consumer.

27 Sometimesit'sfor the purchasersso that they can change

28 their requirementsfor health plansand their
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1 participating providersasan agent for the consumer.

2 CHAIRMAN ENTHOVEN: Two more, and then we're
3 going to haveto stop. Dr. Alpert.

4 DR. ALPERT: | apologizefor being late. As

5 I seeit, if welook at CalPERS asa laboratory that has

6 studied a million people being impacted in the managed

7 careenvironment asrecently invented, it would seem to me

8 based on the employee satisfaction trends and cost trends

9 that the task force should then make a recommendation that

10 all Californians be put into CalPERS, and that would solve

11 our problem.

12 (Laughter.)

13 MS. STANLEY: It won't solve my problem.

14 (Laughter.)

15 DR.NORTHWAY: It won't help the people that
16 aresick.

17 DR. ALPERT: Assuming that that'san

18 impossibility, at least at the moment, in a

19 prioritization, what specific recommendations would you
20 makefor thistask forcetoimplement?

21 MS. STANLEY: Waell, I think that finding

22 waysto hold health plans accountable for quality access
23 and service in measurable waysisthetop priority. You
24 have a more difficult challenge because you have all

25 different kinds of employers and individuals acrossthe
26 state. Soyou can't easily just standardized benefits.

27 That'sbeen attempted politically and didn't go through.

28 | think finding waysto require good
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information so that we can monitor the health care system
isterribly important. But we haveto be realistic about

it in termsof the cost. And we haveto be extremely
careful about confidentiality when we do that. My
inclination isto try to make the market work rather than
trying to be overly regulatory. | think that you can
achieve greater change faster that way. And so we need to
find waysto link up together and collaborate so that we
can have greater power in influencing the health care
system to perform better, which iswhy we work with
Pacific Business Group on Health and others.

DR. ALPERT: And your ability to accomplish
these things you think are based on the lever age contained
by having a million people cover it; isthat right?

MS. STANLEY: That'scorrect. And also a
certain amount of expertise.

CHAIRMAN ENTHOVEN: One comment about the
idea of having everybody in CalPERS for health care
purposes, and that istoday Margaret can sit acrossthe
table from the health plan and say, if necessary, of
course, we don't have to go on doing business with each
other because|'m a purchaser and you're a supplier.

And, in fact, sometime those conver sations
lead to the conclusion that they're not going to go on
doing business. But if she werethe purchaser for all
health carein California, then the health planswould
have Fifth Amendment rights. So that'san important thing

about the buyers.
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1 DR. ALPERT: | understand the competitive

2 partsin theleverage --

3 CHAIRMAN ENTHOVEN: Okay. Last one.

4 Barbara Decker.

5 MS. DECKER: Hi, Margaret. | waswondering

6 with your low cost for administration, which | admire

7 greatly, how much of acommitment or what expectation do
8 you have about dispute resolution? How do you expect a

9 person that ishaving a problem in receiving what they

10 perceive asinappropriate medical care, where do they go
11 to get help, and how do you assist and/or triage that

12 problem?

13 MS. STANLEY: Well, wewould expect them

14 first totry to resolve the problem with their provider or

15 with the health plan's appeal and grievance procedure. |If
16 they've exhausted that or feel that they're not getting

17 responded to at any point during the process, they can

18 cometo CalPERS, and we have an ombudsper son there and
19 some employeeswho are dedicated to solving member service
20 problems.

21 And we work directly with the health plans

22 totry toresolvethem asquickly as possible at the

23 lowest possible level beforeit escalates. We have an

24 appeals procedure through health -- through CalPERS where
25 they can go to an administrive hearing and ultimately to a
26 hearing beforethe CalPERS Board, which hastheright

27 under our contractsto ultimately decide the case.

28 And in thelast year, we developed an
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expedited approach for cases wheretheenrollee'slife
could be endangered. Thiswould be particularly around
experimental or high technology procedures. And it
required all our health plansto use independent medical
reviewers. An example being a medical care ombudsman
program for cases such as bone marrow transplant for
breast cancer totry to make surethey'reresolved quickly
and fairly.

MS. DECKER: Soit'spossible that someone
might have gone through -- however many steps there might
bein a medical group and health plan, and then ultimately
through CalPERS and go through some more review process?

MS. STANLEY: That'scorrect.

CHAIRMAN ENTHOVEN: Thank you. Quick
follow-up question.

MR. ROMERO: Unilabor leadersor the plan of
the group are presumably primarily threatening to cancel
their contract on the next renewal.

MS. STANLEY: Or tofreezeenrollment.

MR. ROMERO: Sorry?

MS. STANLEY: Or tofreezeenrollment.

MR. ROMERO: Okay. You do not tell them
that their contracts have presumed any penalty or fines or
anything likethat. In other words, theremediesare
prospective. You can affect their market structurein the
future. You don't go --

MS. STANLEY: Wecan build in finesin the

contracts aswell and do have financial penaltieslikein
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our self-funded contract. And we've consider them for
provider network disruption. In fact, we will bill health
plans when they have a ter mination with a big medical
group in the middle of the year for our cost involved in
moving those membersaround. Sol think financial
penalties are very appropriate in contracts.

MR. ROMERO: Thank you.

CHAIRMAN ENTHOVEN: Thank you very much.
That was excellent. We're going to take a very short
break in order to set up the visual casefor the next
presentation. So let's be prepared to be back on in five
minutes.

(Brief recess.)

CHAIRMAN ENTHOVEN: Would thetask force
please come back to order.

Our next speaker presentation isgoing to be
Dr. Antonio Legorreta, who isvice president of Quality
Initiatives, Foundation Health Systems. He'sgoing to be
using view drafts projected on this screen. Some of the
task force members over here might prefer to stand over
therefor part of it.

| first met Dr. Legorreta when he cameto
Stanford University. And he began by handing out reprints
and other top scholarly research, what we call referee
publications.

What he was going to talk about was not
" puff pieces,"” but actually documented refer ee peer review

scholarly research. He handed me some more of his
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1 reprints, and we will -- on which some of what he's

2 talking about isbased. And we will be including copies

3 of that in the follow-up packet for this meeting.

4 So Dr. Legorreta, thank you for coming.

5 MR.LEGORRETA: Thank you, Mr. Chairman.
6 Members of thetask force, | want to take about 15, 20

7 minutesto give you a global view of what we aredoingin

8 termsof assessing and improving quality of care. And I'm
9 going to makereference to some specific pointsthat we're
10 graced with.

11 | just want to start by telling you that two

12 yearsago, we developed a new group under the umbrella of
13 theHMO. Wearein fact aresearch and development group
14 taking a very quantitative approach to health services

15 research. And thecriteriafor us, our group, to get

16 involved in any particular project led to meet two

17 components.

18 One, it hasto help our members; and the

19 second one, it hasto be publishable. And | think one

20 goeshand in hand with the other. And therefore, the data
21 that I'm presenting to you today of the two projects have
22 been already published, and the onein the archives was
23 internal medicine.

24 Let me start by talking about the member

25 satisfaction component. And | just want to briefly talk

26 about thisissuein termsof what we are doing because

27 there were several questions about member satisfaction

28 when | came here.
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Healthland in California used to survey
about 17,000 membersto create an estimate rate of
satisfaction for 1.3 million members. So we did
administer a survey. First of all, the changeto the
survey that is standardizing theindustry, instead of
having our own survey, we adopted a doubleinstrument. We
surveyed with a 20, 30 percent responserate. We have
about 150,000 surveys back in our shop that we can analyze
and we can go to other databases.

Thefirst step wetook wasto sharethisin
addition with the medical groups. And the medical groups
wer e very receptive to thistype of information, and this
was done two yearsago. The second year, the following
year, we shared thisinformation with the health -- with
the employers. And what we did was provide employer
specific level of satisfaction with this particular health
plan. And following that particular release, we provided
medical group specific data in terms of the satisfaction
of those employees.

So the employers know what medical group is
providing the highest level of satisfaction with the
particular employees. And in thefall of 1997, we have
provided thisinformation directly to the member. Weare
going to establish probably an 800 number, and membersare
going to be ableto call this 800 number so they can make
an informed decision when they have to select a group.
Right now in selecting or changing medical groups, there

isn't any resour ce for membersto make an informed
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1 decision.

2 When | came heretwo years ago from

3 Philadelphia, | was selecting a medical group, and |

4 didn't have any way of selecting one. | didn't know

5 anyone. So | asked the medical director at Health Net,

6 and he suggested one. And the group was cancelled two

7 weekslater. And thisisinternal sources. Sowe moved

8 away from that. Thisisactual datal'm presenting to you

9 from Palo Alto Medical Foundation. And these are employer
10 driven reportsat the medical group level, and thisis

11 what we are doing.

12 The second component isinvolved in

13 improving quality of care. The second thing we did in

14 using the health plan employer data information set, we

15 looked at therate for annual exams, for eye exams for

16 diabetic memberswas significantly low. And thisrate was
17 consistently low with other health plansthroughout the

18 nation. So what we did was send a letter to all the

19 health plans, to all the medical groups, and say these are
20 your HM O diabetic members, and we don't have any evidence
21 of an eye exam.

22 Two weeks later, we sent a letter to all the

23 memberswith the ADA guidelinesregarding this particular
24 preventive care service. Needlessto say, many, many,

25 many medical groups called me, and the callswere angry
26 callssaying " These are not your patients. These are our

27 patients. You haveno businessin doing this." And my

28 answer was two-fold.
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1 Thefirst oneis, well, if you aredoingit,

2 you know, therates are not reflecting their action. And

3 thesecond is, you know, you are a scientist. Why don't

4 you wait for thedata. And if it doesn't work, we won't

5 doit again. And they agreed to do that. And we havethe
6 data hereshowing-- and | apologize. I'm tryingto do

7 thiswith my left hand.

8 What we have hereisthe data for three

9 yearsworth, 1993, 1994, 1995. '93isin white-- I'm

10 sorry. Yellow. '94isin white. And that salmon color

11 is1995. Theintervention to the memberstook placein
12 August of 1995. And you can seethe dramaticincreasein
13 thefollowing two or three months after that particular
14 intervention.

15 Now, I'm surethat you'relooking at this,

16 "Well, you know, after three months, it goes down to where
17 it was before." Soall we haveto do now isdo this

18 intervention on a quarterly basis so that we can maintain
19 thiseffort in a more appropriate way.

20 Now, in terms of talking to the physicians

21 instead of telling them -- sending them a very color ful

22 graph likethisone, you know, saying it really works,

23 because as soon asthey seethe HM O logo, they throw

24 everything in the garbage.

25 So what we did iswe send them a reprint

26 diabetescare. Diabetes careisone of theleading

27 journalsin theworld in terms of diabetic care. And we

28 published thoseresults, and we send a letter saying, you
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1 know, " These are your members participating in this

2 study."

3

And to the extent -- asa physician, | think

4 what we read on a monthly, weekly basis medical journals,

5 and that'swhat we believein. So they werevery

6 receptivetothese. And now we have 32 medical groups

7 mailing these lettersto all the diabetics with their logo

8 and our logo. Sol think that'sa way of gaining

9 participation of medical groups, by providing credible
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information to them.

| think thisisa very simplistic approach
to improving the quality of care because we'reimproving
the quality of a process of care measurement. | think if
we need to -- if we want to move into mor e sophisticated
analysis, we need to under stand the epidemiology of our
population.

And to be able to do that, what we have done
in this particular group isto look at the five specific
condition: Diabetes, asthma, high cholesterol, high blood
pressure, and depression. And within each of these
categories, we can be able to categorize based on
demographics. And we are doing this because we know that,
for instance, diabetes or diabeticsin this particular
case, under 20, the needs and wantsin terms of medical
and social services are going to be significantly
different than diabetics over 50.

And you can seethedistribution there. The

green section of the pieisthe population between 50 and
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1 70. Thebluepieisunder 20, and the purpleis21to 50.

2 And | actually -- these are actual data.

3 But if you look at depression, for instance, you look at

4 depression, and really the magnitude of the problem isin
5 the population 21 and 50. What we need todoisto

6 classify the population to understand the population and
7 then to have specific intervention for them.

8 | haveto tell you that what | think we've

9 been calling managed care for the past 15, 20 years has
10 been really managed utilization. And if wereally want to
11 do managed care, we have to understand our populations,
12 becauseit all the -- in termsof the fat in the system

13 hasbeen reached that way. So what weneed todois

14 really to understand the populations that we serve, and
15 not ask them to adopt to our system, but really to adopt
16 our system around their needs and wants.

17 (Applause.)

18 MR. LEGORRETA: Thank you HMO

19 representatives.

20 Now, let me ask you something. Many HM Os
21 and groups have alist of 20 disease management programs,
22 and said, you know, we haveto focuson all these

23 conditions because it looks very impressive when we talk
24 to agroup of people.

25 But let mejust show you in terms of the

26 consumption of health care resources of these five

27 conditions. They account for 16.6 percent of the

28 population in this health plansin California, but they
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account for about 67 percent of the dollar cost in terms
of pharmacy and account for about 50 percent of all the
consumption of health care sources at the hospital level.
So we don't need to impress anyone. Wereally need to
improve the quality of care of this population in these
five groups.

So what we did isto really move in disease
management mode. And | think it means many different
things to many different people. If you talk tothe
pharmaceutical people, the pharmaceutical companies, this
iswhat management meansto them isto increase the
consumption of the drugs that they manufacture.

And so what we aredoing hereisreally
focusing on three major components. How do we improvethe
guality of care, the quality of life of our members, how
do we improve the function of status, and how do we
improve work site absentees. Thethree of them are
tightly related. And what we are doing isimproving
disease management skills of the patients. And then I'm
going to show you how we are doing this.

For asthmatics-- and I'm not focusing on
one particular study. For asthmaticswhat we did isto
administer over 30,000 surveysusing SF36, the short form
36, to assess functional status of the general population,
and then we administered also the type instrument, which
are technology on patient experience and ar e specific
instrumentsto assess the quality of life of a specific

population with a chronic condition.
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And theresponserate for thissurvey was
over 30 percent. So we have 9,000 of these responses.
Now, thisisvery significant because the instrumentsare
very lengthy. The SF36 has 36 items. And then thetype
instrument has about 18 items. These aretheresultsfor
this particular population. Given theresponsesthat we
received, we were ableto classify the patientsin mild,
moder ate, and severe asthmatics.

Mild arein blue, moderate arein yellow,
and severearein pink. And you can seethe physical and
social functioning of this population decreases asthe
severity of diseaseincreases. Now, thismay seem obvious
to you, but let mejust show you some other data. If you
look at theimpact -- why are employersinterested in this
type of data?

First of all, they want to, of course,
improve the quality of care and service of their
employees. But if you look at the barson thefar right,
you can see that they missed one or more days from work in
the past month. 50 percent of the severe asthmatics
missed one day from work in the prior month on a monthly
basisdueto the asthma-related problems.

Now, thisisvery important because, again,
what we aretrying to do isto move away some employers
from thinking that the premium isthe only thing that they
need to concerned about in terms of the health care
servicesthat they provideto their employees. But also

that if they focus on the quality of care and quality of
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service, they can have areturn on theinvestment in terms
of increased productivity. Sowhat we need todo is
create a win/win situation for everyone.

Now, in terms of the disease itself,
oftentimes for asthma, we just focus on thelong
functioning in this particular case. But if look at this
data, risk of depression and emotional problems, 50
per cent of the sever e asthmatics have emotional problems
because of asthma.

So we arejust focusing on asthma, on the
organic disease itself. Wearereally ignoring an
important component of the overall individual, the
individual's health. So we haveto look at the individual
asawhole, and that'swhat we have donein this
particular problem.

Now, what arethe needsin terms of medical
needs, on med medical needs. If you look at this, the
utilization of the peak-flow meter, peak-flow meter is
strongly recommended for asthmatics so they can assess
their own functioning on a daily basis so they can
identify when -- before they have an asthma attack.

Sever e asthmatic, only 28 percent have a
peak-flow meter. Of the 28 percent, only 19 percent use
it on adaily basis. So herewe have an item that is
strongly recommended under international guidelines for
asthmatics. And our asthmaticsdon't haveit or don't use
it. Sothat'sthefirst thing.

The second issue is knowledge about their
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1 disease. And we have one question here. It'svery

2 important for us. It'sstill smoking cigarettes. And you

3 can seethat the severe asthmatics, 20 percent of the

4 severe asthmatics smoke. And the average cigar ettes per

5 day are 16.5 cigarettes per day.

6 Now, | have seen very sophisticated disease

7 management programswhere you have nurse's counseling and,
8 you know, very aggressive drug management. But herewe
9 havetwo very basic componentsthat if we don't fix,

10 asthmaticsare not going to get any better.

11 Oneisthey don't have their peak-flow

12 meter. And the other thingisif you don't ask them to

13 stop smoking and we don't provide thetoolsfor them to
14 stop smoking, nothing elseis going to work.

15 Now, thisis descriptive data. Now, we have

16 alenient regression model on several -- actually, I'm

17 just goingto present oneto you where we -- since we have
18 demographicson race and ethnicity of the population, and
19 we have other information, we can predict what arethe
20 strongest predictors of someone having or not havingin
21 thisparticular case a peak-flow meter.

22 Let mejust try to explain this. 1f you

23 look at therace and ethnicity, we have the white

24 population asthereference group, and one -- these are

25 oddsratio for those with -- had physical background. And
26 onewould be, like, the average of the population. So we
27 arecomparing against thereference group. So you can

28 see, the African-American population has0.8. Soit's
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1 lower than thereference group, but it's not statistically

2 significant.

3 Also, thisisvery important for usif we

4 want to tailor a disease management program, because we
5 need to know who our membersarein terms of their racial
6 and ethnic background. What isreally very important for
7 us, and | want to mention to you, isthe use of the

8 specialist. And if after you control for severity,

9 demographics, and everything else, the likelihood of

10 asthmaticsto have a peak-flow meter isthreetimes as

11 high ascompared to a generalist, if thisasthmatic has

12 been treated by a generalist.

13 Now, what we have here, thisisa very

14 scientific way of approaching theissue of access. The

15 point that | try to argueto the policy makerswithin the
16 HMO industry isthat we don't haveto create, wedon't
17 need to create an access program that includes everyone
18 just for the sake of political and social pressures.

19 What we need to understand iswhat isthe

20 access program that will better serve our members. And in
21 thisparticular case, if we can identify a sesgment of the

22 population that is going to be better off being treated by
23 a specialist, we should provide access to those particular
24 population, because we know that is going to be better for
25 the quality of life, functional status.

26 Not only that, but in terms of the

27 consumption of health resour ces, even from the economic

28 perspective, it makessense. Thisisreally awin/win
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situation for everyone. But | think asan industry, we
haveto invest in thistype of instruments and analysisto
be abletofocushere. I'm sorry. I'm running over the
time.

Theintervention program that we have right
now for the asthmatics, we have a case control randomized
study, again, because now that we identify the needs and
wants, we also need to identify what isthe best way to
solve those issues of those problems. So with the
partnership of over 22 medical groupsthat are working
with us, we randomize all these asthmatics. And we have
different interventions where we ar e sending the peak-flow
meter and the very interactive material to asthmatics
directly from us.

Another group isgetting it through the
medical group. And another group isnot getting anything.
It'sthe control group. Because we also want to know what
isthe affect of this particular intervention. And what
we arefinding isthat the medical group cohort is
reguesting the peak-flow meter significantly less often
than those that arereceiving the peak-flow meter directly
from the health plan.

Thismakes sense, because we are
facilitating the process by providing these toolsto the
medical group. We are asking them to -- we are asking
them to passa hurdle. They haveto make an appointment,
drive, pick it up, come back. If they get it at home, it

facilitates that process. And that'swherethe health
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planscan play a very important and very crucial rolein
modifying and improving the quality of life of our
members.

Now, thelast piece that | want to talk
about is-- I'm surethat everyoneis familiar with the
HEDIScriteria. the Health Plan Employer Data I nfor mation
Set rates. And these arethe measurements. And although
| think theseratesare very important and these
measur ements are very important, if we assume that because
a health plan has high mammography rate, the membersare
receiving high quality of carel think is misleading.

What we need to look intoisnot only the
process of care measurement, but also on the quality of
the pap smear or on the quality of the mammogram, because
it will be misleading and detrimental to the health of our
membersif everyone has a pap smear, but the quality of
the pap smear isvery poor, for onething. Soweare
looking at the technical component of the pap smear.

The other issue, what is a cognitive
component of the pap smear in away that if we have very
good quality pap smears, but we have a site of
pathologistsreading 300 pap smears per day, the quality
of thereading is going to go down.

I'm not diminishing therole of these
measurements. What I'm saying isthat thisisreally the
entry before any health ismeant to be in the medical
delivery system. We need to go beyond those measurements

and do more if wereally want to improve the quality of
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1 care of our members.

2

The point -- I'm using thisgraph just to

3 makethe point in terms of theissue of quality and cost.

4 1I'm astrong believer that if we focus on quality, we are

5 going to useresourcesin amore efficient way. Wedon't

6 focuson cost. Wefocuson quality. In thisparticular

7 case, we published this paper.

8

And, in fact, | think they're going to

9 distributeto you the paper today. We published the
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result. Wefollowed a cohort of 280 patients over a
period of four years, adjust them by clinical stage for
breast cancer. And what we found isthat significantly
patientsin stages 3 and 4 are significantly more
extensive, consume significantly more resour ces than
patients at stagesO and 1. Soreally by increasing the
mammography rate and downstaging the disease, we ar e going
to be able to not only improve the quality of life by
increasing survival rate, but also consumption of health
resour ces ar e going to go down.

Now, what arewe doing in that end, in
addition to the mammography rate that we ar e focusing,
these are actual data for our health plan in California,
isthat we developed an algorithm to identify newly
identified patientswith breast cancer on an annual basis.
And we identified these patientsin Califor nia.

We pulled the medical recordsfor all these
patients, outpatient and inpatient, and then we have Dr.

Robert Parker, he'sinternationally known for breast
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1 cancer and prostate cancer, and someone from Philadelphia
2 had asked meto come and talk to him, and he's-- | feel

3 likehewasready toretire and everything, and | went to

4 talk to seeif hewanted to recommend someone to do this

5 work on hisbehalf. And he said what'swrong with me.

6 So he did the medical record review for us.

7 And thisisthe number of patients with breast cancer by

8 agebrackets. And | just wanted you to focus on the

9 number of patientsunder 39, patients 40 to 49, because

10 the guidelines are so -- almost a month ago, two months

11 ago in termsof screening for breast cancer, three were

12 focusing on patients 50 and over. But we have a

13 significant cohort of membersthat are under 50 that are
14 goingto develop breast cancer.

15 Now, what we're doing isidentifying, first

16 of all, what wasthe distribution of these patients. And

17 the other thing that we have also, what isthe clinical

18 stage of these patients? And what isthe breakdown? And
19 again, these are not made up data. These are actual data
20 that we have, the stages0to 4, 0 being themore

21 localized type of disease, four being the most spread type
22 of disease, and you can see the distribution.

23 And what we need to provide, not to our

24 employers, but really to our membersisthat by increasing
25 the mammography rate and | show you that increasing the
26 mammography rate isimportant, but also to show you that
27 we can shift the staging of disease to the left, downstage

28 disease. And theonly way to do that isif we focus on
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1 thisparticular analysis. If wejust focuson the

2 mammography rate, | think I'm just giving you not even

3 half of the story. Just probably like 20 percent of the

4 story.

5

So we need to link these measur ements, and

6 that'swhat we're doing. And this assessment isnow an

7 annual assessment for this particular HM O so that we can

8 link then the clinical stage with the mammography rate.

9 But also to the extent that we have all the medical
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records, the full medical record, we can identify what are
the treatment patternsfor these patients and identify
what medical centers have the best outcomes and treatment
patter ns according to guidelines compared to others. And
we're going to be sharing thisinformation.

Now, | don't think thisinformation is
proprietary. | think we published all thisinformation in
peer review journals, and | think that this eventually
will spill over to the general population in another form.
Thank you.

CHAIRMAN ENTHOVEN: Thank you very much, Dr.
Legorreta. We'll just be ableto take a few question.

Steve.

MR. ZATKIN: Oneof the public policy issues
of interest is how physician incentive arrangements either
encourage the kind of behavior, positive behavior,
clinical behavior that you're talking about or discourage
it. Could you identify those?

UNIDENTIFIED SPEAKER: Speak intothe
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microphone, please.

MR. ZATKIN: | said one of the public policy
issues of interest is how physician incentive arrangements
either encourage the kind of positive behavior that you're
talking about, clinical behavior, or discourageit. Can
you identify for usthose physician incentive arrangements
that you think are encouraging what ought to be encouraged
and those which you would argue should be discouraged?

MR.LEGORRETA: Sure. | think therearetwo
waysto quantify physicians. Thefirst oneisthe
financial incentive; that if we create a performance-based
contract structure where we are not focusing on
utilization, but where we are focusing on quality of care,
and we make a significant contribution to that fund, it's
going to have a meaningful impact on the overall quality
of carethat our membersreceive. And, in fact, weare
moving towards that end.

Last year, weinstituted a new program for
medical groupswhere one percent of one half isdirectly
linked to three component: Member satisfaction, quality
of -- process of care measurement and that of management.
We're getting the data from the medical groups.

We also have a program as of 1/97 for
hospitals. We want to move away from thinking that the
best contract isthe cheapest one. And what we haveto do
iswe have developed a criteria, and we have already seven
hospitals under that particular program where a

significant component of therevenueistied directly to
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1 serviceissue measurements and quality of care

2 measurements.

3 But | think, however, that the stronger

4 incentive, even more so than the financial incentive, is

5 going to be dissemination of thisdata to the publicin

6 general. | think that we need to empower the members and
7 we need to -- again, thisismy opinion, that we need to

8 stop patronizing our membersand the public in general

9 thinking that they won't under stand the data.

10 Everyone -- the majority of the peoplein

11 thiscountry own at least -- or arerelated to someone who
12 ownsa mutual fund, and they know how to read the wall
13 street journals every day, but we think they are not able
14 to understand what a percentageis. | think we should

15 stop that component.

16 CHAIRMAN ENTHOVEN: Thank you.

17 (Applause.)

18 CHAIRMAN ENTHOVEN: Helen Trias.

19 MS. RODRIGUEZ-TRIAS: Yes. Thank you very

20 much. | wonder if you could pursuetheissues of the

21 outcomesa little more because HEDI S is mainly process.

22 And | think you touched upon that by a correlation between
23 thefrequency in mammography and the shifting toward

24 earlier diagnosis. But for instance, the paps being

25 related to actually early staging diagnosis, the

26 prevention of cervical cancer, becausethat isa

27 preventable disease in some such outcomes.

28 MR.LEGORRETA: Yeah. | think with the pap
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smear, specifically, | think theissuethereiswhat is

the appropriate follow-up after we identify the negative
or positive pap smear through thelab data. And what we
are doing, right now we ar e developing this program -- |
mean, when | wasin the northeast, we implemented this
program. Wearein the process of designing it right now
in California. We are doing a random selection of pap
smear s from the lab, and we are sending theseto a
national expert to give ustwo opinions.

Thefirst oneiswhat isthe technical
quality of the pap smear. And the second one, what isthe
quality of thereading of that particular pap smear. Now,
by increasing the data submission from medical groups, in
general, once we identify a positive pap smear through the
system, what isthe appropriate follow-up, and that can be
identified through the claims data aswell. And | think
it has significant amount of outcome studiesthat we're
doing. But given thelimitationsin terms of time, you
know, I'd be happy to give more detail, but | don't know,
Mr. Chairman, if | havethetime or not.

MS. RODRIGUEZ-TRIAS. My guestion wasn't so
much asto the special study, because they've always been
conducted. But asto weeding -- some outcome indicators
into the database that we ar e getting in general.

MR. LEGORRETA: Sure. | think the outcome
-- specifically for breast cancer, | think the outcome --
the final outcome should not be what isthe mammography

rate, but isreally what isthe staging of the disease at
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1 the health plan level. | think we should invest on that.

2 Now, there are many registersthat collect

3 that type of data, but thetimeliness of it islaughable.

4 Why do | careif the staging of disease issuch fiveyears

5 ago. | mean, | can't do anything if the data isfive or

6 six yearsold. Sol think it'supon usto be ableto

7 improve upon those other elements.

8 CHAIRMAN ENTHOVEN: Bruce Spurlock.

9 DR. SPURLOCK: Thank you, Dr. Legorreta, for
10 your presentation. 1'm going to go back a little bit to

11 disease management that you talked about. And its

12 interesting that with most disease management, |

13 understand, and as have you presented it, it involves a

14 lot of non-physician source of medical evidence including
15 education and smoking cessation and those types of things.
16 I'm wondering if greater patient

17 responsibility and greater self-caring involvement in the
18 process of disease management would be a quality

19 improvement? What do you think thebarriersareto

20 expanding disease management to other diseases, other

21 areas? And in particular, with a medical model we have
22 set up with acute care and intervention by people who are
23 licensed in those nontraditional areas, what arethe

24 barriersthat you see to expanding such activities?

25 DR. ALPERT: I think one of the many

26 barriersisthe culture under which we are operating right
27 now where assume that the member, the patient, isreally a

28 passive member of thisvery active environment. | think

63

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



1 that -- | havetotell you that -- you probably are

2 familiar with all the guidelines, clinical guidelinesthat

3 have been developed. We have thousands of them.

4 And what we need to develop next is not

5 another clinical guideline, but develop a guidelineto

6 disseminate guidelines. We don't have a way to

7 disseminate the guidelines, first of all. And the second

8 issueis| think the guidelines should be disseminated to

9 the membersaswell, because they are the onesthat have
10 most at stake.

11 If they have breast cancer or asthma or

12 diabetes, and if we empower them with education, they're
13 going to change physician behavior sooner than we, meaning
14 theindustry, aregoingto doit. | think that's one of

15 thebiggest barriers, the cultural issue. | think tothe

16 extent that we are ableto provide, you know,

17 evidence-based resultsin terms of the implementation of
18 theprocess, | think it'sin the horizon. | think it's

19 goingto happen.

20 CHAIRMAN ENTHOVEN: Great. Thank you very
21 much. That wasvery interesting. Excellent

22 demonstration.

23 MR.LEGORRETA: Thank you.
24 (Applause.)
25 CHAIRMAN ENTHOVEN: WEeIl next goto our

26 expert resource group on new quality information with
27 Clark Kerr and Rodney Armstead.

28 MR. KERR: | wanted to let you know that
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1 thismaterial isvery fresh. Rodney, who wanted to be

2 here, wasunableto be heredueto a conflict. But heand

3 | wereworking on thison the phone between 5:00 and 6:00
4 yesterday evening. And I'm not sureif it's because of

5 thelate hour on Friday evening or becausethe

6 presentation is Saturday morning, but we decided to be a
7 little bold and a bit specific. So you can blameit on

8 thelate hour.

9 Werealize that thisissue of quality

10 improvement isa very complex issue. It'savery

11 important issue. We struggled a long timeto try and

12 think of how we could be a little bit different than what

13 everybody else studying thisissue suggests. What we'd

14 liketo doismake several specific recommendations. They
15 arepreliminary thoughts. They arereally raised to sort
16 of get thereaction of the task force and see what you

17 think.

18 First of all, we defined five audiences for

19 health information in the state of California. First, of

20 course, consumers. Consumers need quality information to
21 beableto choosethe providersand health plansand the
22 treatmentsthat are most appropriate for them. Sothey
23 aretheprimary goal.

24 But also very important, health information

25 can assist the actual health providersin improving

26 quality of careto find out what really works, when, and
27 why, and under what circumstances.

28 Third, wethink that the information is
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important to purchasers, like CalPERS and others, both
public and private, to be able to help them better
determine who's providing the best value.

Fourth, it'simportant to have this
infor mation to enhance both health professionals and
resear ch effortsto improve evidence based medicine. And
aswe all know, only about 25 percent of medicine at this
point isevidence-based. Asafrequent flyer on
airplanes, 1'd like you to think how it would feel if
about 25 percent of flying was evidence-based and 75
per cent wer e not.

Finally, it'simportant that policy makers
have thisinformation in order to better state priority of
health in the public and to help make decisions.

It isour feeling, and everybody's feeling
so far expressed, that the current information, although
going in theright direction, isreally inadequate at this
point for all partiesto do all of thesejobs. We have
some loaded studies, some good studies, but limited
studies. Many of them are time dated, lots of anecdotes.

Essentially, we're at a situation now where
you can pretty much do what you want. You can conclude
that managed care sucks, but it istremendous. And we
don't really have afull idea asto how it stands at this
point.

| was amazed to hear that part of my talk or
our talk was given by Margaret Stanley. We believethere

aretwo thingsthat are absolutely critical before you can
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1 really get into good quality information. One, obviously

2 arerisk adjustors. AsMargaret made a pitch, thisis

3 absolutely critical. If you're going to compare applesto

4 apples, you haveto havetheserisk adjustors. They're

5 not at the stage they need to be.

6

She also made an excellent point that

7 without risk adjustment, suddenly if you storethe sicker

8 patientsto that type of care, you essentially bankrupt

9 theprovider unlessyou can give some sort of computation.
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So we need risk adjustors for two important reasons.

Also as Margaret pointed out, we need to get
towards electronic records. The current system of using
paper records and trying to make any sense out of who's
doing a good job and who's not and trying to find
evidence-based medicineis almost impossible and costly.

There are specific suggestions. And they're
specific, they're actionable, they're provocative, we want
to get your shared responses. First of all, oneideato
try and advance therisk assessment area. We suggest that
the state of California consider theidea of partnering
either with HCFA or one of the other statesthat's working
on risk adjustors, and these are Colorado, Missouri,
Maryland, the onesthat we're awar e of, and for a waiver
and make it a M edicaid demonstration project to use
Medicaid or Medi-Cal program in this state.

We're suggesting a partner ship because we
don't think everybody ought to reinvent the wheel. We

also think that a partnership can also help with federal

67

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



1 matches, not help just the state of California put up all

2 themoney but fedsaswell.

3 Second recommendation iswith regard

4 to pushing electronicrecords. Werealizethisisa

5 difficult area. Werealizethat there areunsolved issues
6 relating to doctor/patient confidentiality and privacy.

7 Werealizethat they are still lack of definition --

8 common definition and language, which makesit difficult
9 to comparethingstogether. But those can be solved, need
10 to be solved.

11 We ar e suggesting that we consider theidea

12 of having the state establish a public private task force,
13 somewhat similar to the managed care Task Force, maybe
14 electronic recordsimprovement task forcefor the state
15 that would be a broad representative group like thisone
16 in terms of having consumer groups, having purchasers,
17 government, providers, and so on.

18 And that this group would be charged with

19 coming up with a state-wide strategy on electronic health
20 records by theyear 1999. So we'retrying to push that
21 issue. We also suggest that we consider the possibility
22 of requiring that electronic recordsbein placein a

23 specific period of timejust to sort of force theissue.

24 And what we're proposing isthat they be phased in no
25 later than the 2002 to 2004 years. And that the bigger
26 organizations, such asthelarger hospitals and larger

27 medical groups haveto havethesein place by the year

28 2002, and theindividual doctor offices, community clinics
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1 , and so on would have to have them by 2004.

2 Another specific areaiswewould like the

3 current data programsthat are held by the state have

4 hallowed by the fact, as you know, California being the

5 only statein the union that requiresthe legislature and

6 the governor sign off on every additional or subtraction

7 of any data element that's collected.

8 We suggest that we need to move from a

9 statutory approach to a regulatory approach, likethe

10 other stateshave. And we suggest that the legislature

11 should bethe onethat setsthe general guideline, but

12 that either a state commission or, as Rodney suggested
13 possibly, a public, private entity such as maybe the Fact
14 Foundation for Accountability, something like that to be
15 theactual onethat decides what are the data elements
16 that arethen subtracted. And that their decisions,

17 understanding that it costs a lot of money to add the

18 endowments, but under standing that if it wereto improve
19 quality of careor if it wereto improve consumer's choice
20 between treatments and providers, that those be the

21 criteriato add.

22 Fourth, we're suggesting that -- and this

23 was also suggested by both our previous speakers -- that
24 we endorsetheideathat information and quality

25 prevention be collected and disseminated, not only on the
26 health plan level, but also the treatment level, hospital

27 level, medical group level, ambulatory service sites and

28 so on.
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1 Our fifth and final recommendation hasto do

2 with recommending that a series of specific and ongoing

3 evaluative studies be proposed and undertaken. And here
4 are some possible examplesthat we came up with. These
5 arenot necessarily all-inclusive or necessarily all that

6 haveto bedone. It'sto get compared performance that

7 would be available to the public, to thelegislators, to

8 theproviders, and so on.

9 But there would be such things as, at the

10 health plan level, looking in to see which of the health

11 plansactually use the data available to chose hospitals,

12 putting hospitalsinto their networks, for instance, that

13 usethedatathat comesout of the state's study depending
14 on who doesthe best job in hospitals, which hospitals do
15 thebest job in treating MIs. Doesthat make any

16 difference? Did you have hospitalsthat do better or

17 worse? Areany of the HMO or other health plans actually
18 taking thisinformation and making use of that in their

19 network?

20 Another thing that would beinteresting to

21 look at iswhich health plans actually arereceiving and

22 evaluating members-- member either encounter or

23 preferable encounter and outcomes data from the medical
24 groups. It seemsto usa littledifficult to believe that

25 if ahealth plan doesn't get some of that information, it

26 would be hard for them to really be doing much in terms of
27 quality of care. But it would beinteresting to seewho's

28 got that information.
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1 Ideasin terms of medical group information.

2 Oneof thethingsthat Antonio brought up, it would be

3 interesting to seein terms of basic medical groupswho

4 doesthe best job in detecting cancer at stagesO, 1, 2,

5 when it'smost treatable versusthose that don't do as

6 well in stages 3 and 4.

7 Also, it would beinteresting to find out

8 who doesthe best job in improving health habits. For

9 instance, actually getting smokersto stop smoking,

10 getting peopleto start exercising. Not who talksto

11 people about it or who measuresit, but who actually gets
12 accomplishments done.

13 Also, who accomplishes physiological changes

14 that we know areimportant, to get people with high blood
15 pressureto actually get them under control. Getting

16 people with high cholesterol, get that under control. We
17 want to see some actual results.

18 Same thing with chronic disease management.

19 It would beinteresting to see functional outcomes, see

20 how the medical groups do there and how they might vary.
21 Samething with prenatal care and prenatal outcomes.

22 At the hospital level, there are a couple of

23 thingsthat areimportant. Some of these things are being
24 started now. Oneistolook at issued outcomes. We're
25 doing that in the state of California with M1's, treating

26 heart attacksat thispoint. There's been a Johns Hopkins
27 study in the state of Maryland which has looked at major

28 gastrointestinal surgical outcomes, risk adjusted.
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1 In the case of California and the case of

2 Maryland, we found that there ar e differences as much as
3 two and a half timesto one. 250 percent differencesin

4 therisk adjusted mortality.

5 | think it'simportant thistype of thing be

6 done and be availableto everybody to see. We also think
7 that for safety reasonsit'simportant to get some

8 information related to Atherton disease. And

9 specifically, we're thinking about infection rates,

10 hospital acquired infections, surgical site infections,

11 thingslikes adver se events, those types of things. Data
12 collection, why should people know about this? It'sa

13 basic safety type of situation. Putting that type of

14 thingin the spotlight could certainly help, an emphasis
15 on it would help that type of thing improve.

16 Finally, we think it'simportant that all of

17 these groupsbe evaluated and looked at in terms of the
18 actual willful involvement that they get consumers

19 involved, in terms of the action and decision making. Who
20 does best job in educating consumer s about the disease
21 they have. Who doesthe best job in giving them options.
22 Who getsthem really involved, because that is one of the
23 thingsthat groups are particularly interested about, and
24 most important for consumers and being ableto feel

25 satisfied with what happens. They want to know what the
26 situation is; they want to be involved in the process.

27 And finally, who doesa good job in

28 respecting preferences of patients. There have been good
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1 studiesin terms of both nurses and physicians which seem
2 toindicate that either they don't have the slightest idea

3 of what the patient's preferences are, or they ignore

4 them. And that isimportant for patientsin terms of

5 wherethey're coming from.

6 Who does a good job in these areas and who

7 doesn't. Thesearethingsthat are measurable. Some of
8 them would come from clinical records, some of them would
9 comefrom patient surveys. Those are our five basic

10 ideas. They may be bold and provocative because of a
11 Friday night discussion. At least we thought thiswould
12 generate some discussion. And we would beinterested in
13 hearing what you have to say.

14 CHAIRMAN ENTHOVEN: Dr. Spurlock.

15 DR. SPURLOCK: Thank you. They are

16 interesting and provocative. And actually | think they're
17 astrongvision for the future. In your deliberations,

18 I'd beinterested -- | think a few of you discussed and

19 havethought about perhapsfor the future discussing

20 issuesthat | think arereally critical from a pragmatic

21 standpoint, being able to accomplish that vision, which |
22 isvery bold and provocative.

23 Some of those would be identifying what the

24 costsare, and then the feasibility. And asa physician,

25 1'd bevery interested in my patients -- | think you can

26 tell from theway | was eluding to the question of Dr.

27 Legorreta, that health behavior isacritical thing we

28 need to do from the public health standpoint.
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1 I'd bevery interested as a physician in

2 knowing that there'satool out thereto measure how much
3 people exercise. | would lovethat, if you could

4 objectively standardize something like that. 1'd say that

5 isnot in existence. And thefeasibility in doing

6 something likethat at the current timeisnot there. So

7 if thefeasibility isdifficult, what stepswe might take

8 to accomplish those objectives, because | think really

9 that'sthe stuff that's going to help us. If we know how

10 to measure whether smoker who do and don't quit, you know,
11 we have carbon monoxide measures and those kinds of things
12 that are sort of crude, but if we have the ability to do

13 that, I think we'll accomplish alot. Absent clear tools

14 or evidence of feasibility, it's hard to know what we can
15 really accomplish in what order.

16 And | think once you do the cost analysis,

17 and onceyou do thefeasibility analysis, the priority

18 issue sort of falls out from there. But that would be

19 in thefivethingsyou listed in the subheadings how |

20 think we could approach -- and I'm trying to get

21 information and quality that is most useful early on and
22 helpful and something we can attain in the near future.

23 CHAIRMAN ENTHOVEN: Dr. Karpf.

24 DR. KARPF: | would just amplify that. |

25 think data costs, and | think that would berealisticin

26 termsof what we're going to require.

27 UNIDENTIFIED SPEAKER: Wecan't hear you.
28 DR. KARPF: | would just amplify on what Dr.
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1 Spurlock said. And | think from my perspective, we've got
2 torecognizethe data costs. | think if we start finding

3 data elementswe want to collect, we certainly need to

4 defineand make surethat it in fact is accessible and in

5 fact obtainable.

6 | think it's easy to say we should moveto

7 electronicrecord. Thereality is somewhat different.

8 Thereisnothing that | know of that really hasa

9 well-based electronic record. My own institution is

10 tryingtoinvest in that. Wefind that investment avery

11 substantial portion, you know, 50 to 100 million dollar

12 range, and we're not even surewe can do it at that point
13 intime.

14 | think if we come forth with

15 recommendations, they need to be pragmatic in terms being
16 implementable, appropriatein terms of making sure that we
17 find a problem and limit the scope of the problem and be
18 reasonablein termsof the cost. But someone hasto

19 decidewho'sgoingto carry thefinancial burden.

20 CHAIRMAN ENTHOVEN: Okay. Dr.

21 Rodriguez-Trias.

22 DR. RODRIGUEZ-TRIAS: Yes. There'sa

23 comment to the last comment. 1'm agreeing on the

24 difficulties of that, and having been involved in even

25 tryingto get uniformity of recording in medical charts

26 just so that we could review them adequately over the

27 years. But there are some common databases that can be

28 extracted if enough of the consensusis created on your
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1 encounter or contact sheetsthat may have some

2 significance. Thereare certain thingswe could track a

3 lot better than we do if we would agree on any form of

4 database.

5

CHAIRMAN ENTHOVEN: You know, | wasthinking

6 intheresearch literature studies done by Brook and

7 others, just using claims and counter data, they can get

8 things. Actually, Legorreta wastalking about it, where

9 certain basic processes performed are not -- patient comes

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

in with some condition and certain things everybody agrees
ought to happen. Either they do or they don't. Brook has
donethose studieson Medicare. |'ve been impressed by
how much they could do with just a basic claims statement.

Dr. Gilbert.

It seemslikethisisa matter of interest
to all the doctors out there.

DR. GILBERT: Just one question, one
comment. The question iswhen you talked about risk
adjustment, you mentioned in the concept two things, data,
data collection, and the need to make surethat your data
islooked at from arisk adjusted point of view, which
makes sense. Wetalked in the surveys. Two is payment.
So I'd like you to comment in terms of your M edi-Cal
managed car e proposal demonstration pr oject.

And then, two, I'm very excited about what |
heard in terms of the data issues and the collection of
quality information listed to focus on the medical group

level. And that issomething that wetalked alot with
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1 thistask force. The majority of the activity, majority

2 of thetreatment decisions, a lot of the actual results

3 that occur at the group level and at the physician level.

4 So | think all the caveatsarein placein

5 termsof whether we have the data to do that. Dr.

6 Legorreta certainly putssomeinfo out there. Isthat

7 theme of trying to move down alevel in terms of the

8 quality study as strong asyou wanted it. And then to

9 that question about what specifically do you mean in terms
10 of the demonstration project?

11 MR. KERR: 1 think that one of the concerns

12 hasbeen -- and certainly we weren't the only ones

13 thinking about this-- isthat different medical groups

14 and even different health plans can get different levels

15 of sickness of people. | mean everybody likesto claim

16 they've gotten sick. We'd liketo find out who does.

17 We all know from they studiesthat have been

18 reported and so on. If you've got a very sick population,
19 that could cost you 200, 300, 400 percent more if you have
20 someone with chronic diseases than the average person in
21 thehealth plan.

22 We heard testimony, for instance, in San

23 Diego a month and a half ago or so where one of the

24 physicians said the comment that the sick patients has

25 become the enemy of the physicians now because there's not
26 thisrisk adjustment method.

27 Essentially, you'r e getting the same amount

28 of money whether you get healthy or sick people. You

77

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

don't want to see sick people because they're going to
bankrupt you. Theother problem isif you get the
information out who'sdoing areally good job treating
people, and the sick people go in that direction, what
have you done? If you've got a medical group that treats
cancer and diabetesreal well, you end up with all the
diabetics and cancer folks, they're going to go out of
business.

We also know from the Pacific Business Group
on Health survey that right now the medical groupsare
reporting that only about 10 to 11 percent of any
adjustment ismade based on therisk they get. And yet
that can -- you know, if you'rereally sick, it can be
much mor e than that type of situation.

So what we're talking about istrying to
find out a way to seewho really get the sickest cases,
and then pay them accordingly. If you've got a tougher
situation, tougher job, you're going to get paid more.

So wetry to get rid of the entire system
now which isreally skewed towards getting the healthy
risk and not advertising the fact that you really do a
good job with sick people. That'sjust not what we're
trying to get to.

So that's sort of the basic idea behind it.
There'samillion problems, but it'stough to get risk
adjustments down. But we need to work on it, because
otherwise the system is never going to work aswell asit

can.
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1 Some commentson the prior idea, | think we

2 agreethat costs have to be considered and feasibility has

3 to beconsidered. And that'swhy we're talking about some
4 timeframes. Electronicrecordsarenot easy. That'swhy
5 we'resaying up to 2004. That's seven year s away.

6 Theother thing isif you look at health

7 careindustry in termsof information, we hear about all

8 these costs on information and so on. The health care

9 industry is putting in somewher e between one and two

10 percent max into the information in the budget. All other
11 serviceindustriesare putting in between 6 and 8 per cent.
12 Sowhat's moreimportant? Bankingin airlinesor health
13 carein terms of people'slives.

14 So | don't know that thisisa good -- and

15 it'sconsidered cost of business by banks and by airlines,
16 so why ishealth carewhich isthree or four timesless

17 investment complaining about the cost when they're so much
18 farther behind therest of society? Anyway, those are

19 someresponses. Thank you.

20 (Applause.)

21 CHAIRMAN ENTHOVEN: Did you have your hand
22 up?

23 MS. O'SULLIVAN: Yeah. Couplethings. Did

24 you get a chanceto talk about what kind of information
25 was going to consumersthat the doctor spoke earlier

26 talked about that -- sort of patronizing consumers, you
27 talk about waiting times, satisfaction surveys, but not

28 thereal sort of medical issuesthat people might really
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1 careabout if the information was available.

2

And also in terms of data collection, do you

3 think we are thinking very differently in what way we

4 should be thinking in terms of Medi-Cal patients and

5 Medi-Cal focus going into managed car e health?

6

MR. KERR: | think theidea of the patients,

7 you know, the people who are interested in wait times and

8 soon, isthat may be what peoplewho arenot at risk are

9 interested in. But | think you need to look at all the
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work that's been done by groups. That'sthe least of
their concern. That goes way down on thelist.
In fact, the wholeissue of courtesy is
considered very important basically by patients. They're
much moreinterested in the idea of who getsinvolved in
decision making. The actual emotional support as opposed
to courtesy, they are different types of things. Who does
the best job in explaining what it'slike to go into an
MRI or to have something put down your throat, what about
the help when you go home, the dischar ge plan, so on.
Those are thecritical thingsthat people
who aresick areinterested. It'snot just the wait times
and soon. Sol think thisissort of patronizing to say
that people are only interested in wait timesand film
times and that type of thing, which isunfortunately a lot
of what's being measured right now.
MS. O'SULLIVAN: Sowhat do you sort of see
in terms of next steps of things we could start making

available to consumers, and then sort of a side question
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of that is how useful do you think that's going to be
since consumers' choices ar e so often limited?

MR. KERR: Weéll, | think Alain has pointed
out that unless you give people choice, some meaningful
choice, it'sdifficult. You get frustrated with it. |
think choiceis definitely critical. | think that'sthe
direction much of theworld isgoing. Certainly CalPERS
has offered that type of thing. A lot of the bigger
companies now aretalking about offering more choices.
They'retalk about defined contribution. | don't have
timeto gointo all of this. Essentially, they want to
offer people more choice at the sametime.

Judy here produced interesting work. She's
out of the University of Oregon. And shefound that when
you ask people the HEDI Sinformation, when she actually
sat them down and said choose a health plan, HEDIS
information isnot very important to them. Thisisthe
information on the pap smear. Basically what the feeling
was, " If | need to get thiscovered, | can get it."

But what turned out to be of interest to
them was people satisfaction. That was of interest to
them. And theinformation on treatment, cause, diseases,
thingslike infection rates and outcomes for mortality.
That'swhat they wanted to know. They said, " If | wereto
get sick, | want to make surel goto agood placeand a
safe place." Sol think that it's pretty obvious what
consumersreally want. 1'm not sure we'retalking about

that.
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1

MS. O'SULLIVAN: My other question is about

2 Medi-cal. What's good for everybody elseis good for

3 Medi-cal. Should we bedoing morein Medi-Cal?

4

MR. KERR: | think Medi-cal deservesthe

5 attention that everybody else deserves. | think we're all

6 human basically, and the only difference is maybe some

7 cultural issues and how you present the information. |

8 don't think we should do lessfor Medi-cal. | don't think

9 we should more. We'reall human beings. Everybody hasa
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different way in which you communicate the infor mation to.
And that'sreally the difference.

CHAIRMAN ENTHOVEN: Mark Hiepler.

MR. HIEPLER: I likethe digressive approach
on some of those things. They're very thought provoking.
Onereally easy thing it seemsisthelevel that you're
involving consumers, and Ellen did a great presentation a
couple meetings ago about the importance of giving
consumersinformation. And we discussed -- because we
talk about report cardsand all these things.

We've never had anybody come up with the
idea that seemsrather simple. It doesn't takein
electronic criticism for the health plan or the medical
groupsto actually say what we're paying your physicians
for care. | think that'sa very important thing. | see
thiscap rate, and | seethissubcap rates.

MR. ROMERO: I'djust liketo broaden the
guestion slightly just to fold in with part of it.

Financial information generally, lost rates as you
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1 described, capitation rates, or anything else about how

2 your physician gets compensated and how much he gets
3 compensated for your care. Thisisbroadeningthe

4 question a bit.

5 MR.HIEPLER: Sure. That'sall part of it.

6 | appreciateit. Broadening of that isgreat. | think

7 that'savery important thing for consumersto know,

8 because most don't even know about capitation. It'sa big
9 hidden secret.

10 | think that's going to help people decide,

11 well, in this plan my doctor gets $5 per month of the

12 capitated ratefor seeing that I'm a sick person. 1'm not
13 asick person. Versusthisplansthat my doctor gets $22
14 amonth asmany timesas| haveto go.

15 And I'm wondering if that was part of your

16 discussion on thelevel involving consumer s because | want
17 my doctor to bepaid. And | don't know where all therest
18 of the money goesin the health plan, but | think that'sa
19 real important thing for consumers, to know how they're
20 paid and what they're paid.

21 $5 a month to some of these capitation rates

22 force doctorsto take quantities of patients and give them
23 to, you know, moreless qualified people. | don't know if
24 in your discussions we discussed that.

25 MR. KERR: Wedidn't discussthat.

26 CHAIRMAN ENTHOVEN: | think that is

27 something we do need to takealook at. | think we can

28 only havetwo more. Sowe'refrom A down to Z with
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Zaremberg.

Steve, did you have one also?

MR. ZATKIN: Yes. Thisison some of the
recommendations. | think I liketheidea of the task
force. For example, we heard about the cost from
everybody about electronic information. My question is, |
guess, basically, sincewe'retrying to use that
infor mation to determine quality, does everybody have to
do that to determine quality?

In other words, are you going to get alot
of redundant information so that if you limited the amount
that goesto electronic, you don't take money away from
the treatment by putting it into this particular type of
administration, do you give data that is necessarily
redundant.

So | think you -- in a perfect world where
we have unlimited resour ces, fine. But when we're
deciding between administration and treatment, we don't
need data that'sredundant. So | think that'simportant.
Rather then making a recommendation that everybody go to
electronicin seven years, | don't know if that -- | just
don't know whether that's, you know, in everybody's best
interest, and if it givesus data that'sredundant at a
higher cost.

And | guessthe other pointis-- | likethe
idea of implementing, is government the best placeto
gather data? Isthiswhat peoplerespond to? Do they

respond to having infor mation accumulated by their own
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1 plans, their own people they higher aswe heard in the

2 last presentation? Do they respond moreto those than

3 they doto government?

4 So | think there'salot -- | likethe

5 direction you're going, but | just have a lot of questions
6 about it. What producesthe best results, what we can

7 afford.

8 MR. KERR: Coupleresponses quickly. Oneis
9 that certainly you could do things on sample basis and
10 find out the information you need for evidence,

11 evaluation. But | think that that'sreally only a small

12 pat of what the electronic medical record can do. And the
13 reason | think it'simportant that everybody haveit is
14 purely quality and improvement.

15 And thereareall sortsof alertsyou can

16 put onin thistype of system. There'salso decisionsto
17 important information that you could put on that let the
18 physician know that they can get the diagnosis with the
19 latest information from anywherein the United States.
20 There'sa million reasons why everybody should from a
21 quality of care standpoint have thistype of thing.

22 | think that some of those medical groups

23 that have gotten into doing thisthat few other groups
24 have done havefound it isan initial investment. And the
25 estimates range anywhere from $10,00 to $20,000 per

26 physician depending on the size of the medical group.
27 But after two or threeyears, they actually

28 find in terms of the administrative savings alone and in
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1 termsof not redoing thingsover threeor four times,

2 they'reactually saving money. Soin theend, the fact

3 that you've got everybody on electronic systems saves

4 money over the medium and longer terms aswell asthe

5 group'squality of care. Sol would arguein favor of

6 everybody.
7 CHAIRMAN ENTHOVEN: Thank you. Last one.
8 MR.ZATKIN: Yes. Just two points. Oneon

9 theelectronicrecord, it isa significant recommendation.
10 It'sagood goal. | think we do need testsin terms of

11 itsimpact on affordability and thetimeinput. But what
12 | really wanted to ask you about was the seeming dilemma
13 that exists now, which isthat peoplewho areinvolved in
14 large purchasing arrangements, sophisticated ones, have
15 accessto some good, albeit, developing data sets.

16 CalPERSisone. HIPC isanother and so on.

17 But most people are not in those systems. Could you

18 addressthe question of how we can make availableto the
19 bulk of the population that isnot part of those systems

20 thekind of information that is available to people who

21 arein CalPERS and HIPC without creating new and

22 additional data sets?

23 In other words, isthere a way we can build

24 on the data setsthat are now available and distribute

25 them to people who not part of those systems and perhaps
26 add planswho are not accessible to those systems.

27 MR. KERR: Of course we're suggesting much

28 morethan isbeing currently done. But the Pacific
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1 Business Group on Health, for instance, you can look under
2 health scopein theinternet and get the information that

3 they have. So whatever their employees get, it's also

4 availableto the public.

5 Not everybody ishooked into the internet at

6 thispoint, but | think we need to think about those types

7 of waysto get theinformation out. We did not discuss

8 exactly who should get thisinformation out. There'ssome
9 real questions on who should decide what information, who
10 should then collect, and who should then disseminateit,

11 which we have not gotten into.

12 CHAIRMAN ENTHOVEN: Clark, | want to thank
13 you and Rodney Armstead. |f you would kindly convey to
14 him our thanksfor this, I'd really appreciateit. It'sa

15 wonderful start.

16 Then to say to the membersin general,

17 pleasecarry on your discussion by telephone. Those of

18 you who didn't get -- or othersif you have questions or

19 answers, if you want to discussthisfurther with Clark

20 and Rodney, | would encourage you to do so.

21 Then we're going to ask each of our expert

22 resource groupsto turn thisinto a draft for discussion

23 and then to be circulating it, perhaps, first among

24 member s of the task force most likely interested. But

25 eventually all members of the task force will seeit in

26 draft form and have a chanceto interact.

27 So each of these, while we start with a

28 narrow focus of personnel in part because of our open
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1 meetings, so forth, we hope we will be able to broaden

2 thisso everybody will be actively involved in it. Thank

3 you very much. We're off to areally good start.

4 Next expert resource group isgoing to be

5 Ellen Rodriguez-Trias and Anthony Rodgers on managed
6 care'simpact on vulnerable populations.

7 MR. RODGERS: Thank you. Sheand | have had
8 an opportunity to talk about thistopic. Wewould liketo
9 solicit your assistancein helping us define the issue of

10 normal population both in terms of what isthe definition,
11 what arethe characteristics, what other expertswe should
12 possibly utilize in developing our section of the

13 documents and help us define the responsibility measures.
14 | think if -- aswe have participated or as

15 | have participated in this process, one of the things

16 that I've noticed isthat in our public hearings many of

17 those | would categorize as vocal populations come forth
18 to giveustheir point of view, and often it has been very
19 insightful and certainly has created a human face on this
20 issue of how vocal populations can participate in managed
21 careand be protected from issuesthat sometimes have come
22 up in managed car e such as specialists, availability of

23 services, et cetera.

24 So as|'m talking, and | don't want thisto

25 be amonologue but rather adialogue, I'd just liketo

26 giveyou a sense of what our thinking was and where we
27 went with thistopic.

28 First of all, in terms of defining
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1 vulnerable populations, I think you can look at the

2 secular task force, avery broad area. For example, the
3 elderly areavulnerable population, disabled children,
4 and the poor. And within that there are smaller

5 categories of vulnerable populations. But that starts

6 putting a box around it.

7 We also thought about -- but there are some

8 populationsthat are medically vulnerable that cover all
9 those populations, such as people with -- whoare HIV
10 infected, people with cancer, asthmatics, aswe've heard
11 today, peoplewith long-term chronicillnessesthat are
12 on-going and require what you would call significant
13 interventions over along period of time.

14 And then the question mark population would
15 bethe medically ill, normal population, and therole

16 managed care playsin the services versusthe categorical
17 servicesthat areprovided. And then we havethe

18 episodically vulnerable. That isindividuals who have
19 short-term illnesses, intense in nature, who will become
20 vulnerableto what happens.

21 Do they get accessto specialists when

22 needed? Doesthe system respond effectively to a

23 particular disease episode? And we've heard from, |
24 think, the public where those things haven't gone well.
25 We have the final broadest, | guess,

26 category, which isthe generic socially economically

27 vulnerable, and they typically are the working poor, the

28 medically indigent. And sometimesthat relatesto the
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1 populationsthat seek care at the moment of emergency.

2 And then the population that is vulnerable

3 because of illiteracy. They don't have the educational

4 background to make choices for themselves as easily as,

5 say, those who areliterally in the study of issues.

6 If you look at the groupings, | think one of

7 the questionsthat we haveis: Isit kind of true or

8 falsethat these populationstend to bein Medicare or

9 Medi-Cal in this state, the categorical programsthat are
10 supported by the state gover nment and then public health
11 systems.

12 And if you look at wherethe majority of the

13 population seek care, they are within a programmatic ar ea.
14 It tendsto bein those programs. And that those programs
15 overlay on managed car e certain requirements, et ceter a,
16 so you have an opportunity to look at tweaking those

17 programs. What isthe percent of the vulnerable

18 population aswe described it that really fall in those

19 programs? What isleft? How largea group isleft, not
20 left in those kind of programs?

21 Therolesin terms of vulnerability, in

22 termsof the systems of care being looked at -- of course
23 there'san administrative fiscal and intermediary role as
24 often played by government in the case of M edi-Cal and
25 Medicare, state and federal programs. There'sa

26 regulatory roll. That'sa broader industry regulatory

27 role. Andthere'samarket drivingrole, market forcesto

28 apply to generate constant improval. And there'san
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1 advocacy role.

2 M ore so than any other grouping, advocates

3 play avery important rolein normal population. We have
4 toconsider that in writing this section. What role

5 should we legitimize and even put into our thinking asto

6 therole?

7 Under the administrativerole, you have

8 thingslike controlling the cost of care by reviewing and

9 sending rates; and where you have care arrangement,

10 contracting process, part of the administrativerolein

11 the payment systemsis deciding on how payments will be
12 made, promotion of the service or program that is actually
13 telling people about the program service, eligibility, et

14 cetera, quality of reporting data submission, eligibility,

15 member communication, agreement resolution. Thoseare
16 kind of administrative rolesthat we've heard and we need
17 to addressin terms of vulnerable populations.

18 Regulatory roles, compliance issue being the

19 statewide standardsthat need to be established so that

20 when people move, move from one system of standardsto
21 another in thisstate, public information reporting asa

22 role of theregulatory responsibility. Kind of the last

23 court of appeals. When | say regulatory, I'm really

24 focusing on the government role, the umpirethat setsthe
25 ground rules.

26 And then finally the market facilitator. |

27 think government needsto facilitate the market forcesto

28 movein a positive direction. And then finally -- well,
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1 market driver competition and cost -- for cost and

2 quality. And that requiresinformation to be available

3 for peopleto make appropriate choices. The

4 differentiation of the products; that thereisarolefor

5 themarket to drive a differentiation of the products so

6 that people will have different sites of care, different

7 nuances of that care. Differentiate how one service

8 product isprovided versus another.
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And what was interesting today, when | was
listening to the discussion, isthat CalPERS isseeing a
consolidation of the plans, that being driven by the fact
that people are differentiating the products saying this
product is better for me, and so I'm going to go there,
and mor e people are differentiating, and that creates
consolidation. Continuous quality or continuous
improvement must bedriven by the market versusregulated.
Grading opportunitiesfor patient needsto be driven by
the market.

And finally, thisismaybe an issue.
W eeding out the poor performance. How isthe market going
to weed out the poor performance over time? Thevariance
in the quality we use. | think that'swhat we're hearing
alot of in thevulnerable population, to get into a
situation wherethe servicesthat are being rendered is
not up to the appropriate levels.

So when we hear the good things about
managed health care, we're hearing, | think, a difference

between -- one organization seemsto be slanting a certain
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1 way, getting their asthma management program to bevery
2 effective, and another organization isnot. And should

3 those programs be weeded out over time.

4 Finally, we talked about the role of

5 advocate. And we see -- an important role of the advocate
6 isan ombudsperson for both theindividual and for the, |

7 guess, formal class, formal category, grievance

8 assistance, validation of outcomes.

9 Wethink if we get into data reporting,

10 someone has got to be outside the system validating. And
11 then advisory and consulting, and that's a more proactive
12 role, where arethe advocatesin advising the systems of

13 carein the plans about how to make improvements and when
14 isit really important. So that'skind of framing what

15 we'rethinking about aswe put thistogether. And I'd

16 liketo ask you to help uslook at thisissue and get your

17 point of view.

18 CHAIRMAN ENTHOVEN: That'sgreat. Thank you
19 very much. Comments? Questions?

20 MR. GALLEGOS: Yes. Inyour consideration
21 of the vulnerable population, you mentioned -- you kind of
22 defined them in four groups: Elderly, disabled, the poor,
23 and what wasthe other one, the --

24 MR. RODGERS: Elderly disabled, children.

25 MR. GALLEGOS: Right. Was any consideration
26 given totheuninsured as a potential vulnerable

27 population and what managed care'srole might bein

28 addressing that group of peoplein California?
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1

MS. RODRIGUEZ-TRIAS: Yes, wedid. We

2 started out with a discussion of basically saying that

3 vulnerable populations could be defined in many way,

4 because -- and they're not exclusive necessarily, because

5 people may have various -- you can be very poor and have

6 cerebral palsy, or you can be very poor and have diabetes.

7

What was the common denominator was that a

8 person from a vulnerable population was someone who

9 required services beyond -- intensity of servicesor a
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guality of servicesor akind of servicethat were more
than the norm; that the larger vulnerable population as a
group wer e people who wer e excluded from the system or the
people who, because of the degree of their poverty or
other conditions, were covered under Medi-Cal. Therewas
no cutting out of that.

However, thistask force has several times,
| think, tried to defineitsfunction in addressing what
managed car e needsto do about that. So, you know, given
that -- we'renot ignoring the total universe, but we
started talking about the inter face between member s of
vulnerable populations or vulnerable population groups and
managed care.

And so there are gapsthat don't even
particularly mention that there have been a number of
government programs, safety net programs, public programs,
that do deal with vulnerable population who are partially
covered in managed careaswell. Sotherearegapsin the

service. Thereisn't afull range of services necessarily
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in any one given place.

MR. RODGERS: | would just say asyou look
at the vulnerable populations, especially uninsured, one
of the impacts that managed care may be affecting is
access of the uninsured because of what it does. And so
as we balance what we do with managed care, we haveto
realize that it changesthe system of carefor the
uninsured becauseif it consolidates the system or closes
the systems of care down because either Safety Net can't
continueto provide Safety Net services, so forth, that
creates a large vulnerability for that population. That's
how we're looking at it.

MR. KERR: Thank you. Other questions?
Maryann.

MS. O'SULLIVAN: | didn't hear you mention
adequacy of ratesas being a key issueto look at for this
population.

MR. RODGERS: | didn't specifically talk
about it. Wearegoingtolook at risk adjustment rates
and adjustment premiums based on giving a level of
vulnerability. That'show we were approachingit. Yes,
adequacy of rates needsto be addressed. Wedo haveit in
our more extensive outlineto look at risk adjustment and
premium adjustment.

MS. O'SULLIVAN: You might want to go beyond
that to look whether therates are adequate to begin with
and then within that whether we are adjusting

appropriately.
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1 MS. RODRIGUEZ-TRIAS: Yes. Wealso

2 discussed something elsethat isreally structural and |

3 think very difficult to handle when you talk about people

4 with any kind of special needs, which iswhat isthe

5 common denominator among providersat primary care levels
6 that enablesthem to address and recognize that those

7 needsarethere.

8 | think thisisareal problem in health

9 caredelivery, that is, who can do what. And indeed if

10 people can self-refer or arereferred through their

11 advocacy organization or some very savvy consumer groups
12 into special services bypassing that variable level of

13 knowledge or ignorance, asthe case may be at the primary
14 carelevel, isthat better than having a primary care

15 level that everyone hasto go through?

16 MS. O'SULLIVAN: My other question was about
17 communicating and educating this population and how you
18 seethat different from sort of the general communication.
19 What sort of data or information you can get out there and
20 how to get it out there.

21 MR. RODGERS: Weéll, that indeed isa

22 problem. Oftentimesvulnerability is also educational

23 vulnerability, ability to understand all of the issues

24 related to a certain disease.

25 For example, education related to the

26 children. You have California Children Services. And one
27 of thethingsthat has come out over and over again isthe

28 role of the parent, because they're the onesthat really
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1 need to understand. For other vulnerable populations, |

2 think you have to have specific educational strategies.

3 And I think the systems has -- again, that's a question of

4 differentiation. It all hasto end to an outcome of

5 maintenance of health or maintenance of quality of life.

6 And I think you got to back from that.

7 Okay. Thispopulation should have a certain

8 quality of life. What arethe strategies, including

9 educational strategies and medical strategiesthat haveto
10 gointo assuring that? And whereisthe observable

11 behavior on the part of whatever the system of careis

12 that ismaking those efforts? That'sthe challenge.

13 Do you regulate that or do you have it

14 driven by a market? And again, that isdependent upon the
15 maturity of information systems, maturity of systemsto
16 providerealtime data where people can make choices and
17 theavailability of choice. One of the things about

18 vulnerable population isatendency when there'sa

19 vulnerable population for gover nment to (inaudible). Does
20 that reduce choice and increase regulation ver sus having
21 enough market -- commercial market intereststo survey
22 that population?

23 CHAIRMAN ENTHOVEN: Harry.

24 MR. CHRISTIE: Anthony, you mentioned the
25 various groupsthat were vulnerable groups. And in those
26 groups, one group that comes specifically to my mind is
27 the pediatric population. Let'sjust assume for a moment

28 we'retalking about a pediatric population where children
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1 do have coverage as dependents through their parents.

2 Haveyou identified any issues about managed care which
3 concern you in terms of the delivery of health careto

4 pediatric populations under managed care?

5 MR. RODGERS: | think in general you can

6 talk about immunization rates, you can talk about

7 preventive care, but what you aretrying to accomplish

8 with children isto give them the ability to become

9 healthy adults. | think what you have -- what managed
10 caredoes, there have been some evidence of immunization
11 rates, thereis some success with that because of the

12 relationship that managed care has with prevention.

13 But | do think we need to investigate other

14 issuesrelated to the service of children becausethey're
15 vulnerable because they are not theinitiator. It'stheir
16 caring, if you will, of the issues of CHDP examination,

17 prevention, those thingsthat we know. They'revulnerable
18 when they don't haveit. For example, the Latino

19 community in Los Angeles, one study showsthey weren't
20 given preventive care and identification of eligibility

21 into California services. Sothey were morevulnerable
22 because of that phenomenon. And so | say their

23 vulnerability isthe degree at which we can educate the
24 parent to making surethat child istaken care of.

25 There may be some vulnerability to certain

26 types of problems, especially for poor children, whether
27 that's child abuse, whether that's an environmental

28 problem, in terms of the environmental issues, children
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1 dealing with lead poisoning, thingslike that.

2 And because they are vulnerable, we haveto

3 figureout strategiesthat addressthose issues. Black

4 people, if | look at the data, | see major variance. |

5 think my concern is| seevariance, which meansa certain
6 population isnot getting the level of interface. And I'm

7 talking about between one managed or ganization to another.
8 And in health care where ajoint commission

9 or other accrediting bodies have forced a shrinking of

10 mirrorsin the health delivery system, because it's been

11 very proactive about keeping the standardsin front of the
12 health delivery system and forcing the delivery systems
13 not to have huge variances between one hospital surgery
14 program and another. And that'sthe question for

15 management.

16 MR. CHRISTIE: Anthony, just a follow-up to

17 that. Where my questioning was going was children are not
18 small adults. Theonething I'm noticing under managed
19 care, thelevel of pediatric subspecialty isbeing reduced
20 significantly. And so my concern would be, how isthat

21 reduction in pediatric subspecialty affecting the delivery
22 of caretothe pediatric population? And | would suggest
23 you includethat in your research.

24 MS. RODRIGUEZ-TRIAS: Yeah, | absolutely
25 think that'sessential. And the other thing| think is

26 important isthe degree of coverage for children for their
27 health maintenance needs. People arein and out of

28 coveragein the stateaswe know. | mean, even if it's
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employer-related, and whether they're unemployed or

N

partially, or whether they change site of employment, they
3 may be covered under totally different programs. And

4 perhapsa healthy adult can certainly afford not to seea

5 doctor for several yearsand won't miss anything.

6 But for a child where you haveto do

\I

participatory guidance and you have to do watching of

(o]

growth development and you haveto for ce the best kind of
9 environment for the growth and development of the child
10 and see how the kid's doing in school and all of that,

11 besidesimmunization and all the other routine

12 intervention, you really cannot afford to have them --

13 CHAIRMAN ENTHOVEN: I'll haveto cut that
14 one off now and ask Helen if you would kindly lead usinto
15 the next phase of our meeting.

16 Dr. Helen Rodriguez-Trias, who isa task

17 force member, a co-director of the Pacific Institute

18 Organized Health, isgoing to introduce our other two

19 speakersin the presentation and discussion about managed
20 care'simpact on women. Thank you.

21 MS. RODRIGUEZ-TRIAS: I'm goingtoread the
22 introductions of the people who arereally going to speak
23 and giveyou a great deal of information first. And then
24 1'm goingto do just avery, very short introduction to

25 the subject of why we're discussing women in the first

26 place. And if I may, I'm going to ask Helen Shauffler to
27 step forward and cometo the table and also L ucette

28 DeCorde and Debra K elch.
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Dr. Helen Shauffler isthe Associate
Professor or Health Policy at the University of California
at Berkeley for the School of Public Health and Graduate
School of Public Policy. She'salso the principal
investigator of the Health Insurance Policy Program, 1.6
million five-year grant from the California Wellness
Foundation to study Californian's access to comprehensive
affordable health insurance that promotes health and
prevents disease.

She's Phi Beta Kappa graduate, received her
master'sin health policy and management at Harvard School
of Public Health and earned a Ph.D. as a health policy
fellow at Brandice University. Shetestified twice before
the Senate Labor and Human Resour ces Committee hearing on
health carereform. And last week she testified before
the California State L egislature.

For prior research interest, and some of you
may have seen her articles, which have been distributed,
her primary research interest isin studying family
incentives and systems of accountability which reward in
value of the United States health care system based on its
ability to improve the health of the American people.

| first heard her speak at the seminar where
my or ganization, Pacific I nstitute for Women's Health, was
working in joint collaboration with the Jacobs I nstitute
with funding from the James Irvine Foundation to do a
series of leader ship seminars on managed care and women.

And she spoke quitea few hours, and | said we've got to
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1 get up for thetask force.

2 Lucetta DeCordeeisadirector at CEWAER,

3 which isthe California Elected Women's Association for

4 Education and Research. In thisrole, she oversees

5 CEWAER's California Women's Health Project. DeCordee has
6 amaster'sin public policy and a master'sin public

7 health from the University of California Berkeley.

8 For the past 15 years, she has served the

9 public and devoted her timein the public sector in

10 systemsdesigned in health and social services. Her

11 employment experiencesinclude community-based nonpr ofit
12 organization, state, and local government and private

13 health plan organizations. She'sa member of our

14 collaborating group for the California health report

15 cards. And we have worked very closely together.

16 Joining the set today, Debra Kelch. Sheis

17 apolicy consultant. She hasworked for both the senate

18 and assembly agencies and for the office of legislative

19 analystsfrom 1990 to 1994. Ms. Kelch served as policy

20 director for the California Association of HMOs. Ms.

21 Kelch hasa master'sin public policy and administration

22 from USC Sacramento.

23 Thank you so much. | just want to say a

24 couple of words on why women? In thiswe ask the

25 question.

26 | think primarily theissue of women in

27 managed careisthat women arethe principal consumers of

28 health carein the country, and therefore have the most to
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1 gain or to lose from how managed careworks. They're not
2 only the major consumersfor themselves, but also they are
3 theconsumersfor their families. It iswomen who bring

4 thechildren in, who very often bring their husbandsin

5 and who as caretakers of the elderly relatives and other

6 people haveinterfaced with the health care system very

7 often.

8 They're also the majority of theworkersin

9 health carefor thework force. Sothat really makes for

10 aparticularly important relationship. But thereare

11 other aspects about the importance of women, vis-a-vis

12 managed care, isthat women as a group and as a movement
13 which first were merged as a major organized consumer
14 group making demands upon their health care system.

15 And if welook at many of the consumer

16 driven organizations, they were started by women as

17 advocatesfor their relatives and particularly for

18 children with special illnesses and so on. In fact, women
19 have been very fundamental in actually shaking the health
20 care agenda aswell asthe health research agenda in the
21 past decade or so.

22 Women need services and preventive

23 interventionsthroughout their life span, but particularly
24 during their reproductive yearsthat in a way forcesthe
25 utilization and the frequent utilization, and it really is

26 essential in termsof health preservation. But besides

27 that, thereisno other group whose health careis so much

28 intervened in relationship to ideology.
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And there have been a great many studies
about thetrivialization of women's complaints and
concerns about the differential treatment of woman,
vis-a-vis chest pain and other presenting complaints as
compared to men, the biasthat may be inherent in some of
the cultural settingsin dealing with women, and the
ideological impositionsthat we see in curtailment of
access to reproductive health care services and
reproductiverights. | don't believe there are providers
in any other field who are getting killed or shot at
because they're providing abortion services for women, for
instance.

So that makesfor avery particular
relationship wher e ideology and politics play a very
important rolein shaping what happens with women and for
women within managed care and other health care.

And finally, I've got to say, we are here
because we have arrived -- | don't know, many of you may
have seen, there was a full supplement in the New Y ork
Timesthat wasentitled "Women's Health." Sol guess
that'sit with that.

CHAIRMAN ENTHOVEN: Thank you, Helen. I'm
sorry. | didn't introduce Clark Kerr's session by
pointing out it was a famous woman who instituted -- who
started the Health Outcomes M easurement M ovement, also.
I'm referring to Florence Nightingale, of cour se.

DR. SHAUFFLER: It'sapleasureto beable

to here thismorning and share with you some of the
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1 findingsregarding women's experiencesin managed health
2 herein California.

3 The presentation that | will discussthis

4 morning will focus primarily on primary and preventive

5 carefor women in California. And thiswork was conducted
6 aspart of the Health Insurance Policy Program, which

7 Helen referred to, which isfunded by the California

8 Wellness Foundation. And thisisa collaborative project

9 between the University of California Berkeley and U.C.L .A.
10 And the purpose of thisproject isto

11 collect data on the state of health insurancein

12 Californiathat's useful to policy makersin making

13 decisions about improving the health care system herein
14 California.

15 | think all of you in your packet have a

16 copy of thereport that we've produced thisyear. We're
17 producing asimilar report every year for the next five

18 years. And | think you also have a copy of the slides

19 that | will be showing you this morning.

20 The dataweused -- or at least I'm going to

21 present thismorning are from two different sources. The
22 first isevery year we participatein the California

23 Behavioral Risk Factor Survey, whichisa CDC sponsored
24 survey implemented in all 50 states, and we have funded
25 the addition of about 20 additional questionsto get much
26 more detailed information about managed care, about their
27 health promotion and disease prevention utilization and to

28 get information about their employment that can help us
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1 begin tolook at the relationships between health and

2 employment and insurance.

3 We also do at UC Berkeley a survey every

4 year of all of the Knox-Keenelicensed HM Osin the state
5 of California and all of the licensed health insurance

6 carriersthat sell comprehensive PPO and indemnity

7 productsin the state.

8 Thisslide hasalot of information on it.

9 But | basically want you to see the overall pattern from

10 thisdata. On thisside, you can seeright away looking

11 at what's covered in the standard medical packages arethe
12 best selling plans offered herein California by plan

13 type. But there'squite a bit of variation depending on

14 thetypeof plan that it is.

15 And that in fact nearly all of the HM O and

16 point of service plans cover routine physicals,

17 cholesterol screening, STD screening, health education,

18 health promotion, and adult flu vaccines. And among this
19 list, only two were not covered by 100 percent of the HM O
20 and point of service plan. And these were health

21 promotion programs and adult flu vaccine. We're

22 experiencing from 89 to 94 percent, which is quite high.
23 MR. ROMERO: Just asecond. The denominator
24 in thisratioisthe number of plans?

25 DR. SHAUFFLER: Right. In 1996, there were
26 35 Knox-Keenelicensed HMOs.

27 MR. ZATKIN: When you say that point of

28 service coversthese, do you mean that both in plan and
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1 out of plan point of serviceor just --

2 DR. SHAUFFLER: What we asked them was for
3 their best selling point of service plan in California,

4 whether these were covered in the plan for their best

5 selling product.

6 MR. ZATKIN: Soif I'm a point of service

7 member, and | wereto go out of network --

8 DR. SHAUFFLER: Wedidn't ask whether it was

9 covered out of network.

10 MR. ZATKIN: | believethere aredifferent
11 ones.
12 DR. SHAUFFLER: Yes, thereare. Thisis

13 just in network.

14 Okay. The coverageto these same benefits

15 asAlain so rightly pointed out in both PPO and

16 particularly in theindemnity plans offer a different

17 story. And while at least three-quarters of the PPO

18 indemnity plans cover cholesterol screening, health

19 education, health promotion, and adult flu vaccine, less
20 than 80 percent covered STD screenings. And in fact,

21 what'sinteresting here, most surprising to us, isthat

22 the PPO benefit package was consistently wor se even than
23 theindemnity plansin covering preventive care.

24 My colleague Jamie Robinson at the

25 University of California Berkeley refersto PPO plans as
26 poor man'sindemnity. They may betherich man's PPO, but
27 they'rethe poor man'sindemnity. And our datatend to

28 reflect this observation.
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1 In this next line, we compar e benefits

2 specifically for women's health by plan type. And again,

3 we seethe same pattern. All of the HM Osand point of

4 service plans cover mammograms and pap smears, but

5 coverage for family planning and preventive counseling are

6 not asprevalent. Similarly, the PPO indemnity plansare

7 lesslikely to cover women's health care.

8 | think we can conclude that at least asfar

9 aspreventive benefits are concerned, women in California

10 get much morevalue from HM O and point of service plans
11 than PPO and indemnity plans. HM O and point of service
12 plan premiums arelower, and their preventive benefits

13 packagesarericher.

14 This slide shows the per centage of women 50

15 yearsand older in California who received a mammogram in
16 thelast two years. 74 percent of women ages 50 to 64,

17 over 50 with employer-based insurance. And 73 percent of
18 women with M edicare have received a mammogram in the last
19 two years. But thisstill meansthat about one-quarter of

20 all women with insurance coverage are not receiving a

21 mammogram asrecommended every two years.

22 And the situation for women in California

23 without health insuranceisfar worse. Only 57 percent of

24 women 50 years and over have had a mammogram in the last
25 two years.

26 Theratesfor clinical breast exam are

27 considerably lower than for mammography rates. For women

28 50 yearsand older, only 67 to 69 per cent of women with
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1 employee-based or privately purchased insurance have had a
2 clinical breast exam in thelast year. And an appallingly

3 low 19 percent of uninsured women have had CBE for early
4 detection of breast cancer in thelast year.

5 On this slide, you see this per centage of

6 asymptomatic women 18 years and older without

7 hysterectomies who have had a pap smear in thelast three

8 years, women with employer based or privately purchased

9 insurance have the highest rates, 91 to 93 percent, which

10 isquitegood. And women covered by Medicare and M edi-Cal
11 have dlightly lower rates of 83 to 88 percent. And once

12 again, we only see that 68 percent of uninsured women have
13 had a pap smear in thelast three years.

14 Thisslide preparestherates of preventive

15 service utilization for women with health insurance as a

16 function of their type of health plan. And the stars

17 indicate statistically significant differences so that you

18 can seethat HM Osdo a significantly better job of

19 providing mammograms every two years compared to PPO and

20 indemnity plans. And indemnity plans do a significantly
21 poorer job of providing clinical breast exams --

22 MS. BOWNE: Excuseme. | believerather

23 than providing the care, it'swhether or not the service
24 iscovered.

25 DR. SHAUFFLER: Weéll, | already showed you
26 the covered data. Thisisactually whether they've

27 received thecare.

28 MS. BOWNE: Received.
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1 DR. SHAUFFLER: Yes. Therearetwo

2 different sources of data. The data on what the health

3 plansdo are from our health plans survey, and the data on
4 what careisreceived isfrom the California Behavioral

5 Risk Factor Survey of the population.

6 So asyou can see, the indemnity plansthen

7 do asignificantly poorer job of providing CBE and pap

8 smearscompared tothe HM Os. But therewereno

9 significant differencesin therates of women who had

10 checkupsin thelast year or thelast two years across

11 plan typessuggesting that there arereal opportunities

12 being missed when women arein for a checkup and providing
13 them with the clinical preventive carethat they need.

14 Dr. Susan Blumenthal, which isthe deputy

15 assistant secretary for women's health at the Department
16 of Health and Human Services has noted the changing

17 health-related behaviors should be a woman's chief health
18 concern.

19 In fact, she goes on to remind usthat about

20 50 percent of thetop killers of women are behavioral and
21 lifestylerelated. Theseinclude smoking, drug abuse,

22 alcohol abuse, poor nutrition, lack of physical exercise,

23 and unsafe sex.

24 We wanted to know to what extent the health

25 caresystem and the managed care plansin Californiawere
26 encouraging women to change their behaviors by offering
27 them health advice or increasing accessto health

28 promotion programs.
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This slide shows the per centage of women in
California who have been counseled about specific health
behaviorsand risk factors by their health care provider
in thelast three yearsas a function of type of health
plan. Thefirst thing1'd likeyou to noticeis how low
all of these counseling ratesare.

The vast majority of women in Californiaare
not receiving counseling on any one of these important
risk factors. Rates of counseling for women addressing
their diet and nutrition range from 30 to 31 percent; for
drinking, from 7 to 11 percent; for exercise, from 32 to
35 percent; for smoking, from 16 to 18 percent; for
sexually transmitted diseasesand HIV, from 12 to 16
percent; and gun safety, only 3 to 4 percent.

Clearly, | think the incentives must be
changed to increase counseling rates for women about their
health behaviorswhen they visit their health care
providers. Therewereno significant differencesin
counseling rates for women by plan type for exercise,
diet, smoking, STD, HIV, or gun safety. Ratesin managed
care and indemnity plans were equally low. Theonly
significant difference we observed was that women in
indemnity plans received counseling about alcohol use at
about half therate of women in HM O and PPO plans.

CHAIRMAN ENTHOVEN: Excuse me.

MR. NORTHWAY: Do theseratesdiffer than
what we see for men?

DR. SHAUFFLER: | didn't look at men. In
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1 our report, | looked at the whole population. I'vedone a

2 special analysisfor women. | haven't done onefor men.

3

DR.NORTHWAY: Did you look at all of the

4 information, or isthisstrictly --

5

DR. SHAUFFLER: Thisiswhether any health

6 care professional hastalked to you about each of these

7 thingsin thelast threeyears.

8

DR. SPURLOCK: And the plan was providing

9 information directly to a woman that was not counseled?
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DR. SHAUFFLER: No. | mean we do have
information about whether they do newsletters and things
like that, but we wanted to know whether therewas a
conver sation.

MS. DECKER: Oneother question. Wasthere
any adjustment in herefor peoplethat were perceived to
beat risk?

DR. SHAUFFLER: Wedid some adjustment risk,
but there'sareal debate about whether one should do that
or not. Shouldn't you talk to a woman about smoking even
if her husband smokesto let her know that secondhand
smoke might be harming her children? | mean, secondhand
smokeisalso a bigissue and important to discuss with
people. And soit'snot just the smoker that should be
the target of those conver sations.

MS. DECKER: Okay. Gun safety isthe one
that | just don't get.

DR. SHAUFFLER: It'saconcern about

domestic violence and children.
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What's most interesting, | think, isthat
most women in California have had a checkup or periodic
health exam at least oncein thelast two years. 94 to 98
percent with any type of insurance have had a biannual
checkup. Again, | think we're seeing important
opportunitiesthat are being missed to provide preventive
counseling within the context of the primary preventive
carevisit.

Women by and large are getting their
periodic health exams, but they're not receiving all the
preventive carethat we need. And again, we see uninsured
women have fallen through the safety net in California for
primary carewith only 47 percent having had a checkup in
thelast two years.

In our 1996 survey of health plans, we also
asked the plans about the types of health promotion
programsthey offer to their members. Herethe
differences between HM Os and PPO indemnity plansis
striking with 90 per cent of HM Os offering programs for
women in prenatal nutrition and 80 per cent offering
smoking cessation programs compared to 53 percent or less
of the PPO indemnity plans.

However, the proportion of plansthat offer
health promotional programs beyond these two falls off
fairly precipitously with only about 60 percent of HM Os
offering programsin physical activity, adult
immunization, and dietary fat. And ratesfor the PPO

indemnity plans wer e consider ably lower with 20 percent
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1 offering programsin dietary fat and adult immunization.

2 Thepreviousdlide, in fact, was the good new.

3 For blood pressure, substance abuse, STD

4 prevention, and HIV, AIDS prevention, only about 50

5 percent of the HM Os offer any health promotion programs.
6 And for the PPO indemnity plans, 27 percent or less

7 offered programs. Only 13 percent promotion programs for
8 HIV, AIDS prevention. Mental health promotion programs,
9 such asstressreduction wasthe least available with only

10 43 percent of HM Os and 7 percent of PPO indemnity plans
11 offering those programs.

12 In terms of how comprehensive the programs

13 are, we considered plansthat offered zero to four

14 programsaslimited. Fiveto ten out of the 12 that we

15 looked at ismoderate, and 11 to 12 iscomprehensive. As

16 you can see, 77 percent of the HM Os offered moder ate to

17 comprehensive programs compared to 44 per cent of the PPO
18 indemnity plans.

19 And thisdifferenceis even morevisible

20 when you look at just the proportion who offer

21 comprehensive programswith lessthan athird of HM Os and
22 lessthan 10 percent of PPO indemnity plans offering

23 comprehensive health promotion programsto women who are
24 members of the plan.

25 Despite all of this plan activity, however,

26 women's participation ratesin health promotion programs
27 areextremely low. Only two to three percent of women in

28 Californiareport having participated in any health
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promotion program offered through their plan. We also
found no differencesin rates of women's participation in
programs by plan type despite the differencein their
availability by plan type.

L ow participation ratesin health promotion
programsraised for ustheimportant question of whether
or not HM Os ar e offering health promotion program
primarily for marketing purposesto increase enroliments
and enrollee satisfaction or whether they are serious
about reducing health risk, improving health, and reducing
health care costs through disease and injury prevention.
Our findings with respect to the HM O effortsto evaluate
their health promotion programs begin to shed some light
on thisimportant question.

Our data suggeststhat for a majority of
HM Os, health promotion programs are offered primarily asa
mar keting vehicle. Most health plan evaluations of their
health promotion programsare limited to member
satisfaction and tracking utilization rates.

However, a substantial minority of HMOsin
California, 35t0 45 percent varying by the outcome
measur e that we looked at, are engaged in much more
serious effortsto evaluate the impact of their health
promotion programson changesin enrollee health
behaviors, health status, and medical care costs.

Thus, for more than one-third of the HMOsiin
California, our findings suggest that health promotion

programs are more than marketing devices, but one means of
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achieving other goalsimportant to the organization in
terms of healthier populations and lower health care
costs. | think we need to find a way to get the majority
of HM Osto adopt these goals as well.

So to conclude, the HM O and point of service
plans compared to the PPO indemnity plansin California
are much more likely to cover comprehensive clinical
preventive care for women and to offer comprehensive
health promotion programs. However, even in the best
selling programsin California, many of the benefits that
areimportant to promoting and improving the health of
women ar e not routinely covered, including mental health
and substance abuse services, pharmaceuticals, and family
and birth control.

In addition, women in HM Os and PPO plansare
more likely to receive recommended clinical preventive
services compared to women in indemnity plans. Yes.

DR. GILBERT: | guess|'m a bit surprised at
the pharmaceuticals. Areyou saying most of them don't
supply drug benefit at all or --

DR. SHAUFFLER: No. There'sgreat variation
across plans on the extent to which they cover
pharmaceuticals. In other words, you wouldn't find 100
per cent of plans covering pharmaceuticals. | didn't bring
the data with me. But there's much more variation, and
it's substantially below 100 percent regardless of the
type of plan.

DR. GILBERT: You mean in the HM O category?
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DR. SHAUFFLER: Yes. Okay. Soin addition,
women in HM Os and PPOs are mor e likely to receive clinical
preventive care, pap smear, and the clinical breast exam
are much lesslikely to receive an indemnity; and for
mammography, more likely to bereceived in the HM O.
Counseling women about their health behaviorsis probably
one of the most important things that managed care plans
can do to improve the health of women in California.

But the proportion of women that received
any counseling in thelast three yearsranges from 45 to
60 percent with fewer than 20 percent having ever received
counseling on the smoking, alcohol, STD, HIV prevention
regarding safety.

Health care plansin California need to
increase accountability for incentivesto providersto
increase their rates of preventive counseling for women.
Themajor risk factorsresponsible for the future health
of the women in California are not being adequately
addressed in either managed care or indemnity plans.
There areimportant differencesin what women need ver sus
what they receive from their managed health care plan in
California.

MR. ROMERO: | can't changeit.

DR. SHAUFFLER: That'sall right. | will
tell you what it says. Health plansin Californiado a
much poorer job of providing servicesto prevent heart
disease and other leading causes of death through efforts

to changelife style behavior. Heart disease killsmore
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1 women in Californiathan all cancers combined. In fact,

2 between the age of 40 and 60, as many women die of heart
3 disease asthey do of breast cancer.

4 Prevention effortsin managed care plansin

5 California need to begin to put as much emphasison

6 preventing heart disease in women, detecting it earlier,

7 and treating it appropriately to the same degree if not

8 moreastheir effortsto detect and treat breast cancer.

9 Themanaged care system in California also needsto focus
10 more on encouraging women and supporting them in their
11 effortsto changetheir health behaviorsand by -- in

12 addition to providing them with clinical preventive care.
13 And finally, managed care plansin

14 California need to start doing a much better job about

15 talking with women about their risks and health behavior,
16 particularly asthey relate to substance abuse, domestic

17 violence, diet, and exercise. We know a lot about what

18 women's health care needs are, but this knowledge has not
19 yet been transferred into the polices and programs of

20 health plansand into the practices of health care

21 providersin managed care plansin California.

22 Finally, | just want to say one last word

23 about the uninsured women in California. Research

24 suggeststhat uninsured women arein fact a vulnerable
25 population, asthey're significantly lesslike to get

26 routine, primary, or preventive care or to participatein
27 health promotion programsto improve their health.

28 They'realso morelikely to have unhealthy behaviorsand
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to bein poor health status.

L ack of health insurance representsa
significant barrier to these women to get the primary care
and preventive carethat they need. In addition to
improving the managed health care system in California,
I'd like to see us also work to begin to provide health
insurance cover age and increased access to compr ehensive
quality managed car e programsthat promote health for all
Californians. Thanks.

CHAIRMAN ENTHOVEN: Thank you very much, Dr.
Shauffler.

DR. SHAUFFLER: | havea question from
someonein the audience. Isthat appropriate?

CHAIRMAN ENTHOVEN: | request that we hold
off. Let thetask force members, please.

Any questions from members of the task
force?

Yes, Dr. Alpert.

DR. ALPERT: Actually, theflow of all of
our meetings, but thisonereally highlightsin
particularly -- and not simply your presentation, although
it givesus good placeto start -- theinextricable
linkage between two issues. One of which was -- relates
to the wave of unhappiness and so forth and so on which
seemsto berelated to HM Os and why that is. | sense that
you're going to be helping us doing the survey certainly.
And | know we're going to hear more about that.

I'm actually quiteinterested in that,
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1 becausel think that might be getting towards the answer
2 tothat question. And in the other part of this, which we
3 we're having a large conference on today, which is

4 essentially medical care, what should -- what people need
5 and to what practice guidelines, outcome studies, and all

6 of those laudable things.

7 And those two may be very different -- be

8 very different things. I'll give an example. The best

9 example of what people need, if we assume ever ybody wants
10 better health, it goes back to Susan Blumenthal's comments
11 about life style, which of course appliesto men as well

12 aswomen.

13 You'retelling usabout heart diseasein

14 women. Of course, heart diseaseisthe No. 1 killer every
15 year in thiscentury, except in 1918, of men and women in
16 thiscountry. Sothat's been around for along time and
17 we certainly need to do that.

18 That's very different than thingsthat were

19 pointed out before by Clark. For instance, with the

20 phenomena -- the paradox, if you will, that patientswho
21 arethesickest, given the system that we have now, may
22 potentially not have access to physicians or hospitals

23 because of redlining hospitals, not getting contracts,

24 physicians being penalized for having the sickest

25 patients, which might be the source of a survey result in
26 terms of what makes people unhappy.

27 And | don't know -- thisisn't just a

28 question. Thisismore of acomment about the two issues

120

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

that we're having. And I'm just looking forward to this
survey to deal more with theresult of why are people
happy or unhappy versus --

DR. SHAUFFLER: | have actually done some
analysison looking at the relationship between
availability and utilization of health promotion programs
aswell aswhether or not an individual receives
counseling about these heath topics and their satisfaction
with their plan.

And in both cases, therewere very strong
and significant relationships controlling for a myriad of
other factors so that whether or not they're even using
those servicesif they're available, it's somehow sending
a signal to the consumer that their plan maybe car es about
them. What I'm concerned about, we want morethan
signals. Wewant results.

DR. ALPERT: What brings me back to CalPERS
iswhat | seenow asa great laboratory, becausein this
sea, thisseemsto be alittleisland, unless|'m
misunder standing what | heard this morning, where not only
are costs being cut down, but people seem to be getting
happier and happier.

DR. SHAUFFLER: | don't know if they're
getting happier and happier. But the Pacific Business
Group on Health hasthe same data in terms of being able
to lower premiums and also maintaining satisfaction levels
and working to improve quality. So they'renot alone.

CHAIRMAN ENTHOVEN: Let mejust say to
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1 everybody here, we have about 15 minutesto go until our
2 scheduled break, which we ought to adhereto, because

3 we'regoingto haveto be back hereat 2:00. And Alice

4 hasjust informed methere'sno snack bar in the area.

5 Maybethere'sagrocery storejust to go buy a candy bar
6 and Snapple. They'reall closed on Saturdays, so we may
7 havetrouble getting fed. So | think we need to respect

8 our 1:00 o'clock closing. But Helen, you're going to be

9 talking about the survey. And then also, you kind of

10 manage how best to deal with that, or should we set a

11 talk --

12 DR. SHAUFFLER: 1 think it would be best if
13 we continue with the women's health and maybe wait for
14 anymore questions until after therest of the presentation
15 hasbeen made. | wastold only to take about ten minutes
16 for the survey.

17 DR. GILBERT: Just very quick. On the

18 counseling, could that have been anybody including their
19 primary care physician --

20 DR. SHAUFFLER: Yes. Any health care

21 professional, doctor, nurse, nurse practitioner, any

22 health care practitioner.

23 DR. GILBERT: Anyone. Okay. Becausel

24 think that'svery important, because theoretically, back
25 toyour point, Dr. Alpert, some of thisshould betherole
26 of the physician to provide that kind of counseling and
27 intervention separate from any health plan program.

28 DR. SHAUFFLER: 1 think the problem isif
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you tried to talk to all the things, you couldn't examine
them. Sothereisarolefor, I think, other kinds of
health care professionalsto also talk to their patients.

CHAIRMAN ENTHOVEN: Okay. Rebecca.

MS. BOWNE: That'sokay.

MR.WILLIAMS:. I'm curiousin the analysis
of comparing health plans, which are HM Oswho really
arrangefor care versusindemnity plansthat really
reimburse the individual membersor the health care
professional. It seemslikethere'sa bit of a comparison
of apples and oranges. | think from the members' point of
view, at the end of the day, they'd like to know whether
they're getting the service or not.

But just in terms of how the system improves
its performance, it seemslike we're comparing two things
that are a little bit different. Second point is-- |
know many of the health plans|'m familiar with, | spent a
good deal of time communicating with board membersin
writing about thingslike diet, alcohol, exercise, are all
kinds of newslettersthat encourage those memberswho do
have a need to bring those issues up with their primary
care physician. | needed some comments on those issues.

DR. SHAUFFLER: Thevast majority of plans
do have these newsletters. Newslettersare a good way to
communicate infor mation, but they're not a good way to
change behavior. So | think they are certainly of value
and a vehicleto inform people about what they should be

doing, and even inform them about what's available to them
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1 if they want to try to make a change, but infor mation

2 alone will not change behavior. And behavioral sciences,
3 | think, pretty well established that.

4 The other part of your question | wanted to

5 answer in terms of the apples and oranges, one part of the
6 system that isin fact uniquein termsof how it arranges

7 for health promotion services are the staff model HM Os

8 where frequently they can offer those programsin-house.
9 Kaiser, for example. Whereasif you'relooking at | PA or
10 network model HM O, they're not providing that in-house.
11 They'recontracting out with someone else to provide that
12 servicefor them. And similar arrangementswould be made
13 under an PPO or indemnity kind of plan. Soit'sonly

14 staff model HM O that'sreally uniquein its ability with

15 it or the medical groupsthemselves who offer programs
16 in-house. But those are-- they're not offered by the

17 health plan per se.

18 MS. BOWNE: Yeah. | think that's an equal

19 problem with your survey methodology and, with all due
20 respect, to your credentials. | would say that the

21 Association of California Life and Health Insurerswould
22 say that when you ask the question what'sincluded in your
23 standard benefit package of indemnity and PPO plans,

24 health education and health promotion are not included,
25 but that does not mean that the plans do not provide them
26 through newsletters. So | think part of the problem here
27 isboth in either your lack of understanding or the way

28 you formed the question.
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1 DR. SHAUFFLER: 1 honestly don't think so.

2 | think what we're asking --

3 MS. BOWNE: I think we'll agreejust to
4 disagree.
5 DR. SHAUFFLER: Weéll, | would respectfully

6 submit that | do understand the difference.

7 CHAIRMAN ENTHOVEN: Clark. Last question.
8 MR. KERR: We had some data on who offers

9 programsand counseling. Isthereany prepared data on
10 who actually made health improvements? Like who got
11 better -- isthat critical? Who actually got peopleto

12 stop smoking? Who got blood pressure down?

13 DR. SHAUFFLER: Wedon't havethat type of
14 information right now. And there'sa large debatein the
15 health promotion community to what extent you can hold the
16 health plan accountable for that outcome. Certainly you
17 want them to be doing everything that is known to be

18 effective within the context of the clinical encounter and
19 accessto behavioral programsthat will assist that

20 person.

21 But there are so many other variablesthat

22 affect theindividual's decision to smoke, like whether

23 their spouse smokes, whether they're allowed to smoke at
24 work. Thereare so many other variablesthat to hold the
25 health plan solely accountant for whether or not the

26 patient quit, it's not clear how much responsibility we

27 should put on it.

28 | think we want to look at quit rates, but |
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1 think thereisthisimportant question of whether we can

2 hold them accountable for changing individual behavior.

3 Wejust want to hold them accountable for doing everything
4 that's scientifically known to be a factor to change

5 behavior.

6 CHAIRMAN ENTHOVEN: Thank you. | just offer
7 aconcluding comment. That isasbetween HM O and PPO,
8 thereisno law that requires employersto offer HMOs

9 anymore. And they always do have the alter native of

10 falling back on self-funded, therefore non-regulated PPOs.
11 | think it'sreason, we need to be car eful not to load

12 cost burdenson HM Osthat will make them non-competitive

13 with self-funded non-regulated PPOs.

14 W ereyou going to say something?
15 UNIDENTIFIED SPEAKER: No.
16 CHAIRMAN ENTHOVEN: Let'sgotothesurvey.

17 What we're hoping to accomplish, to answer Dr. Alpert's
18 question, isto understand in a quantitative sense what it
19 isthat is bothering whom about managed carein order to
20 beableto identify more specifically what the problems
21 arein away that might lead to constructive

22 recommendations.

23 | believe we've all heard lots of complaints

24 about managed care, but it's hard without a survey to

25 quantify that and find out what's the most important.

26 Also, we want to look into the question, if you have a

27 problem, how doesthe system fail in not providing you

28 relief. That is, if you go to your health plan, where you
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1 seek assistance, did that not help you in order to better

2 understand the failings of the supported safety net?

3 Go ahead.

4 MS. DeCordeE: My nameisLucette DeCordee.

5 I'm going to abbreviate my remarks, but you will find my
6 remarksalong with Debra Kelch's testimony and executive
7 summaries of some of our reportsin the white packet that
8 we'vejust given to you today. That includesavery hot

9 off the pressesreprint of our topic guide on the impact

10 of health carereform on women, aswell as an executive
11 summary our findings on women's mental health needsand a
12 report on older women's health that Ms. Kelch isgoing to
13 provide some highlightsfor you specific of our findings

14 and recommendations asthey apply to managed care.

15 | want to make two pointsvery quickly, and

16 they've been touched on a bit today. One hasto do with
17 mental health needsin general and women's mental health
18 gpecifically. We want to acknowledge that mental health
19 benefitsfor the most part are woefully inadequate and

20 that thereisa growing movement both within this state

21 and acrossthe nation to take alook at plansinserting

22 parity for mental health benefits so that they would not

23 bedisproportionate to other physical health benefitsthe
24 way that they exist now.

25 We have seen, for example, when you look

26 simply at depression, there was a study conducted recently
27 comparing depression with six major medical conditions.

28 And depression was found second only to severe heart
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1 disease and its association with disability and the

2 interruption of daily functioning.

3

It'simportant to note that women arethree

4 timesmorelikely to suffer from depression, sothere's

5 tremendousimpactstherefor usto address. We also know

6 that for those who turn to the public sector for care,

7 thereisminimal refuge because of the changes of funding

8 that now focus on the most persistently and severely ill,

9 and increased public pressureto address within that
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public sector those who are the most violent. That
happensto be men.

In addition to that work, we've seen some
estimates now from a variety of studiesthat are
consistent with congressional budget office estimates.

The premiumswould increase by probably about 4 percent
should parity be provided for mental health services.
Secondly, to touch very briefly on some of our concerns
with how women are impacted by health carereforms, we
would like to point out that women have significantly less
access to health coverage duelargely in part to their
employment.

Women work mor e often on atemporary basis
or part timeor who have their work patternsinterrupted
by periods of caregiving for children, parents, and a
variety of other people. Theleast likely working women
to beinsured include those between the ages of 19 and 24,
those who work in the pink collar traditional female

occupations. Thoseworking in the small businesses,
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1 Latino and African-American women, and those women who are
2 in the minimum wage income.

3 CHAIRMAN ENTHOVEN: Excuse me. | hatetodo
4 this, but we do haveto reserve sometime for the survey.

5 So | would appreciateif you could kind of wrap it up,

6 especially if it'sin the written material.

7 MS. DeCordeE: | will dothat, yes. | will

8 turn over at thispoint -- I'm going to introduce Debra

9 Kelch, who's going to highlight our older women's

10 findings.

11 MS. KELCH: Thank you very much for the

12 opportunity to be heretoday. | do understand thetime

13 constraintsyou'reunder. | would like, however, to take

14 the opportunity to highlight for you what | think are some
15 very important pieces of information about the role of

16 women's health, and in many instances, it's a lack of

17 importanceto policy makersand decision makers. We thank
18 you for giving usthe opportunity to talk to you in the

19 hope that that will not be the case of the task force

20 visit'swork.

21 I'd just liketo add to what Dr.

22 Rodriguez-Trias said about why you would even have thison
23 your agenda. | think it's pretty important, and | would

24 liketo emphasize it.

25 Men and women have very different health

26 profilesand health experiences asthey age. American

27 women live longer than men, but experience greater chronic

28 limitations. Older women access a very different mix of
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health services. Elderly men and women use about the same
number of physician services, but elderly men use more
hospitals.

Importantly, elderly women make greater use
of prescription drugs and long term car e services, which
aretypically not covered by Medicare. Older women bear
most of the grunt of escalating health care costs since
they live longer and require servicestypically not
covered. Their out-of-pocket costs are higher than older
men, and they typically have fewer resourcesto pay for
health care. Older women of different social, different
economic background, life styles, and racial and ethnic
groups as alaw have very different health care
experiences and historiesrequiring different health
policies and programs.

Thereisevidence that physicians pursue
less aggr essive treatments with women, especially older
women, and many physicians are unawar e of key issues
affecting the treatment and prevention of illnessin older
women. Women arelesslikely than older men to have
diagnostic tests and procedur es even when the presenting
symptoms are identical.

Across a broad spectrum of illnesses and
conditions, the health problems of older women have
frequently been undiagnosis, misdiagnosised, under treated
or left untreated. Importantly, many of the health
problems -- most of the health problems of older women are

preventable through healthy life stylesand early
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1 screening detection and treatment.

2 You may ask what about thisisimportant for

3 your deliberations on managed care. | think therearetwo
4 primary reasons. Thefirst isbecause older women tend to
5 bemorevulnerable and more disabled as a group than older
6 men or younger men and women. And because thereisstill
7 limited and conflicting infor mation on outcomes and

8 managed care, it isimportant that thorough planning,

9 careful monitoring and review bein place as managed care
10 isextended to high risk groups.

11 It iscritical that the special health care

12 needs of older women are understood and taken into account
13 asprograms move ahead in monitoring that placement

14 programsareimplement. Since older women have

15 experienced under treatment, under diagnosis, and

16 misdiagnosisin traditional fee-for-service, we must be

17 vigilant asthey move to the moretightly managed care

18 arena.

19 The second reason, in addition, managed care

20 plans, particularly HM Os are organized system of care with
21 astated focuson prevention, more comprehensive benefits
22 and an opportunity to communicate directly with networks
23 on physicians on care protocols and the appropriate

24 treatment and prevention.

25 Therefore managed car e systems have the

26 potential to mitigate and improve some of the traditional

27 practices of the medical care system when it comesto the

28 prevention and treatment of illnessin older women. My
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testimony in the executive summary that you have lays out

N

in a pretty systematic way these issues of misdiagnosis,
3 under treatment, and lack of treatment for older women,
4 but | won't detail those today unfortunately. | hope you

5 do have achancetolook at it, becausel think it's quite

(o]

profound.

7 Essentially, the findings of our report

8 underscorethe prevalence of these problemsin women's
9 health in the medical care system. Onethat I'd just like
10 to highlight for you in recognition of your timeisthe

11 issue of medication errors.

12 Older women are especially vulnerable to

13 medication errorsand drug interactionssincethey are
14 morelikely to suffer from chronic conditions, multiple

15 chronic conditions, than older men. Older women take an
16 average of six prescription drugs and three

17 over-the-counter medications at the sametime. M edication
18 misuse and inappropriate prescriptions can lead to drug
19 toxicity or physical and mental disorders.

20 In addition, physicians continue to

21 misdiagnosis of alcoholism in the elderly. Speaking about
22 the health coverage programsthat older women have and
23 trying asbest | can to shorten my testimony pretty

24 dramatically, | would like to say that most older women
25 are, in fact, covered by Medicare, but traditional

26 Medicare provides better coverage for the acuteillnesses
27 of men than the chronicillnesses of women. And because

28 older women are more likely to have lower incomes, and to
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1 useresourcesin prescription drug costs and long term

2 care, they spend a greater portion of their income on

3 out-of-pocket medical care costs.

4 Asyou know, in Californial had -- you have

5 inyour packet the different slides we intended to show.
6 | wanted to just kind of use one of them. Essentially,

7 thisisinformation -- | just had a recent opportunity to

8 look at the HCFA data for the December 1996 reporting
9 period, which included all of the individual enrolleesin
10 California health care plans.

11 What this slide showsisthat in terms of

12 comparing thetotal pool of M edicare eligiblesto those
13 personswho select Medicarerisk plans, you can seethat
14 with the exception that M edicare plansare not currently
15 covering those person 65 and under.

16 Basically, the age breakdown of persons

17 selectingrisk plansis pretty consistent to the general

18 Medicare population. Thereisasmaller proportion of
19 those persons 85 and older that are most likely to have
20 serious chronic health problemsthat are selecting risk
21 plans, but it'sa very small difference.

22 Tojump quickly -- the one thing | do want

23 to mention, asyou look at your appendix D that hasthis
24 chart, you will see that it compares with fee-for-service
25 risk plans, and | changed it to eligibles because | wanted
26 to more closely reflect the data that's not the

27 fee-for-service enrollees so much asit isthetotal pool

28 of Medicareeligibles. So when you look at that, if you
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1 change fee-for-serviceto eligibles, it will be more

2 accurate.

3 [f I could highlight briefly some of the

4 recommendations, | do, again, hopethat you have the

5 opportunity to review our materials, none of which are

6 long, but all of which areimportant. Given the potential
7 for financial incentivesto result in carerestrictions

8 and limits on needed services, any plan to expand the use
9 of managed care for special populationsincluding older
10 women should be car efully designed and monitored.

11 As policy options, we suggest to you the

12 Department of Health Services and Cor porations should
13 develop strict guidelines and quality measurement for

14 managed care plans serving elderly and disabled per sons
15 similar to standardsimplemented for health plans

16 enrolling low income women and children.

17 Standar ds should include evaluation of plan

18 compliance with specific health screening prevention and
19 health education guidelinesfor older women and

20 implementation of cultural linguistically appropriate

21 servicedelivery.

22 Asyou consider the development of quality

23 measurement programs, please be awareit isimportant that
24 quality reporting include data and monitoring of

25 compliance with preventive and treated standards for

26 subgroupswithin population, such as gender, age, and
27 ethnic information to ensure compliance for high risk

28 populations and to permit effective outreach in targeting

134

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

programs.

Policy maker s should encour age congress and
the president to include reasonable and enfor ceable
standardsfor financial solvency, consumer disclosure,
sufficient accessto primary and specialty care,
meaningful quality measurement for all plans participating
in Medicare, including the proposed new plans or
organizations that may not be subject to state licensure.

Consumers, including older women, need
objective ongoing information regarding HM Os. Theroll of
government can and should be to create consistent quality
standardsin recording the cross plans. Although health
plan standards and quality reporting should be consistent,
gover nment compliance should not reduce the ability of
health plansto provide unique and targeted programs for
special population.

Provider education and licensure standards
should include ongoing education and training on the
prevention, detection, and treatment of health problems
affecting older women. Any state level task force
advisory committee or planning group should focus on --
that'sfocusing on health care and health care delivery
should include participation by individuals and
organizations representing older women.

In conclusion, given the growing population
of older personsand the dynamics of changein health
care, it isnecessary to develop a multi-faceted approach

to the problems of discrimination experienced by older
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1 women and women in general in the health care system.

2 Thisapproach requiresboth patient and professional

3 education aswell as public and private policy changes.

4 Health policy and programs should be

5 carefully scrutinized at every step for the specific

6 impactson older women in light of the evidence that older

7 women have very different health care needs and

8 experiences. Government can play a significant role, and

9 | know thisisa question that you're all asking

10 yourselves, in encouraging attention to the needs of older
11 women through the funding and regulatory programsthat are
12 implemented and through the standards and quality

13 reporting requirementsthat it imposes.

14 | would like to thank you again for the

15 opportunity to be here. It isin many ways a historic

16 opportunity. And we do hopethat you'll have the

17 opportunity to consider the information you've been

18 provided with. Thank you.

19 CHAIRMAN ENTHOVEN: Thank you very much.
20 Task force members--

21 MS. SUTHERLAND: Mr. Chairman, may |

22 interrupt? My nameis Shannon Sutherland. I'm with the
23 California Nurse's Association. Thisinformation is

24 vitally important for me asa woman as a member of the

25 health plan HMO. | would like to recommend or suggest to
26 thetask forcethat thisgroup be given additional time or

27 another timeto demonstrateto the task forcetheir

28 information. I'm just concerned with the time constraints
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1 that you would not all get the information that they have
2 to offer. And personally I think it'simportant. | would

3 like additional scheduling so they could give their whole

4 presentation.

5 CHAIRMAN ENTHOVEN: Well, we do havethe
6 full presentation in writing. | certainly intend to study

7 it. And wewill consider that carefully asto whether

8 that should --

9 MS. SUTHERLAND: I'm just concerned this

10 will get lost. And whereyou're going to be making

11 recommendations about the health care, | think it's

12 important. And personally | wanted to hear their entire
13 presentation.

14 CHAIRMAN ENTHOVEN: | don't doubt the
15 importance, and | don't think anybody on the task force
16 does doubt theimportance. We will study the written

17 material, and we will take a look at whether -- how to

18 carry thisforward. We do have a special group looking at
19 health servicesfor vulnerable populations, and they may
20 well include that.

21 Any other questions or comments by members
22 of thetask force?

23 Now, we do have areal problem about what to
24 do about the survey. And the problem iswe do havealong
25 afternoon ahead of us. So | think it'swisefor peopleto
26 have enough of a break to grab a sandwich or candy bar.
27 So I've been asking staff -- | would liketo

28 dothehealthy thing and go havea salad. Thereisn't
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going to betime. Sol've been asking staff herefor

advice on how do we deal with the survey, and one
suggestion that | think we'll try to implement is, with

public notice, we will try to set up two or three

scheduled conference calls at which members and the public
can call in and participate and interact with Dr.

Shauffler about the survey.

The main issue when we have been discussing
it among our selves has been to be surethat the survey is
donein such a way that it gives us some information and
insight about where the most important problemsareto
help prioritize that.

Diane, you looked expectant, asif you're
about to say something.

MS. GRIFFITHS: We'renot going to discuss
the survey at all?

CHAIRMAN ENTHOVEN: Wéll, what do you think
we ought to do? Forego lunch? We have a long afternoon
ahead of us.

MS. O'SULLIVAN: How about taking thefirst
15 minutesin the afternoon.

CHAIRMAN ENTHOVEN: | asked Dr. Romero who
had some problems with that --

MS. O'SULLIVAN: Well, how about if we go 15
minutes now and begin the afternoon session 15 minutes
late?

CHAIRMAN ENTHOVEN: Our parliamentarian is

telling uswe can't do that. Wedid a quick horseback
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1 analysisof this here, which hasdiverted my attention --

2 we haveto hand thisto the public officials.

3

MS. SINGH: [f the membersarein agreeance,

4 we can defer discussions of the public hearing in the

5 first 15 minutes so long as the public doesn't have any

6 objection tothat. In lieu of that, we can simply have

7 thepublic hearing last alittle bit longer. That's

8 basically what we can do.
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UNIDENTIFIED SPEAKER: Excuse me. Can the
public object?

CHAIRMAN ENTHOVEN: Yes, you may object.

UNIDENTIFIED SPEAKER: Then I'm the public,
and | object.

CHAIRMAN ENTHOVEN: Towhat?

UNIDENTIFIED SPEAKER: Pushingthe
presentation 15 minutesinto the public time.

MS. O'SULLIVAN: Then we'll go 15 minutes
longer in the public'stime.

MR. KARPF: Wewill have wasted all our time
if wedon't decidein a couple minutes.

CHAIRMAN ENTHOVEN: We'll extend the time of
the public hearing by 15 minutes.

MR. KERR: Can we ask the publictotakea
vote?

CHAIRMAN ENTHOVEN: Would the general public
be satisfied if we extend the hearing another 15 minutes?

THE GENERAL PUBLIC: Yes.

CHAIRMAN ENTHOVEN: Okay. I just haveto
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1 make somekind of ruling here. We'll start at 2:00

2 o'clock, and we'll extend the hearing for another 15

3 minutes.

4 (Whereupon aluncheon recess

5 was taken.)

6 CHAIRMAN ENTHOVEN: The meeting will cometo

7 order. Thetask forceisagain in session. We will begin

8 be spending 15 minutes discussing the survey that we're
9 working on designing. Thisisan opportunity for Dr.

10 Shauffler to present to the task force and for the task

11 forceto ask questions.

12 | will decisively cut thisoff in 15

13 minutes. But | just want to say a few thingsto the

14 general publicwho are hereto speak. Thefirst oneiswe
15 have speaker identification cards back there on the table.
16 Werequest everyoneto fill it out and to makeit

17 availableto Alice Singh, thelady in thered jacket who's
18 walkingin that direction.

19 We want to have them when we begin the

20 public comment in order that we can plan -- you know, if
21 we have 100 people and 100 minutes, then we'll have to ask
22 you to speak for a minute. If we have 50 people and 100
23 minutes, then we'll do it for two minutes, et cetera. In
24 order to plan our progress, we do need that information,
25 so pleasefill out your cards.

26 Next, | may come back to thisagain, | want

27 tosay our particular interest in thistask forceisin

28 developing insights and under standings about how we can
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1 makerecommendationsthat will improve the system. So our
2 interest isin general system improvement and how that

3 might be done, not in specific episodes.

4 Thisisnot aforum for pursuing individual

5 disputes. We know that there are disagreements, bad

6 things have happened between health care providers and
7 health plans, but thisisnot the forum totry to resolve

8 them. If you have had a problem and believe that it's

9 illustrative of a systems problem and want to talk to us

10 about how you think things can work better, we arevery
11 interested in that.

12 So with that, now that it's 2:02, we'll ask

13 Dr. Shauffler to begin.

14 DR. SHAUFFLER: Thank you. I've been asked
15 today to briefly describeto you, the task force,

16 decisionsto go ahead and implement a consumer survey to
17 look at Californians experiencesin health plansin

18 California, managed care and non-managed care, and I'd
19 liketojust -- there'sa handout in your packet, and I'd

20 liketorun through it briefly with you, and then if -- |

21 hopetherewill betimefor afew questions.

22 In terms of the goal of thissurvey, No. 1,

23 | think one of the major goalsisto conduct a

24 statistically valid survey of all Californians and their

25 experiences. Thetask forceiscertainly collecting

26 anecdotal information through the public hearings, but |
27 think it'svery difficult from that kind of infor mation or

28 from focus group information to be ableto say with any
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certainty what the prevalence of those problemsisin the
population.

So | think it'simportant for usto be able
to document scientifically the kinds of experiences people
are having and the extent to which they're having them.
So the second goal isto assess the prevalence of the
wallsor the barriersthat consumers confront and the
problemsthey experience both in trying to use the health
care system and in actually using the health care system.
We want to be ableto learn what the characteristicsare
of health plansthat are associated with these barriers
and problems so that we know wher e to tar get solutions.

We want to be able to assess the
characteristics of the consumers and patientswho are
experiencing those barriers and problems, again, so we
know who -- which population are experiencing problems and
wher e we can make recommendationsto improve and reduce
those barriers and resolve those problems.

Next, we think it'svery important aswe
heard earlier thismorning to assess the special barriers
and problems based by personswho are frequent users of
the system or of people who are directly responsible for
managing the care of the immediate family member whoisa
frequent user of the system.

We also want to assess consumer experiences
in trying to overcome barrierson their own and the extent
to which they've been able to resolve their problemsin

the existing grievance procedures of the health plansin
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1 the state you've set up.

2 And then finally, our end goal isto be able

3 to providethistask force with a comprehensive

4 understanding of the issues that are most important to

5 Californiansregarding their health plans and the health
6 care system which the task force can usein developing

7 recommendations for improving accessin the future.

8 In terms of the survey development process,

9 | have been consulting, as has Hattie Skubik, which | have
10 been work closely with on this project, with two different
11 groupsof experts. Thereareanumber of individualson
12 thetask force who haveindicated their desire, and |

13 understand there may be more, to beinvolved in reviewing
14 thedraftsof the survey and in talking with me about the
15 issues and concernsthat they want to makesureare

16 addressed in the survey.

17 And then we've also identified a national

18 technical advisory group, who |'ve also been consulting
19 with to get materials, existing survey documents, focus
20 group results, and just their sense of what the key issues
21 arefor usto addressin thisextraordinary opportunity to
22 look at the entire population's experience.

23 Secondly, | have gone with my staff through

24 an extensivereview of existing consumer surveys, focus
25 group results, and the task force public hearing

26 transcriptsto try to pull out from existing surveys

27 questionsthat have already been validated and that we

28 know arereliable so that we can build on existing survey
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1 instrumentsto the extent possible, but also to assess

2 what's missing from those instruments and what would be
3 important for usto add in the areas of new knowledge

4 where we can really make a contribution herein

5 California.

6 So I'velisted the materials that we've

7 identified as being the most relevant, and those include

8 several surveysthat were designed by Bob London at the

9 Harvard School of Public Health; the consumer assessment
10 of health plans, which wasthe work of the Picker

11 Institute, which you heard mentioned this morning and

12 funded by AHCPR; the California Behavioral Risk Factor
13 Survey, which | used thismorning in my other presentation
14 where we've added additional questions concer ning managed
15 care.

16 From thetranscriptsfrom thistask force's

17 hearings and the California Health Decisions Focus Group
18 Research that Ellen Severoni made available, | was ableto
19 find many additional issuesthat didn't exist in any other

20 survey that would be important for usto include, and |

21 thank her for that.

22 The Kaiser Family Foundation, Harvard

23 Survey, theL.A. Times Survey of health carein

24 California, and the PBGH CalPERS Health Plan Value Check.
25 Actually, we'll be pulling questions from a majority of

26 those documents. My recommendation in terms of the core
27 instrument, however, isto use the consumer assessment of

28 health plans developed by Picker and funded by AHCPR.
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Thisinstrument was developed by a
consortium of researchers, public medical schools, the

RAND Corporation, Research Triangle Institute in Atlanta.

4 And it was developed through extensive focus group
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interviews on both frequent and non-frequent users and
Medicaid and Medicare beneficiaries. It was also
extensively tested cognitively to make surethat
respondents under stood exactly what the question was
asking and what was meant by the question.

| think its greatest advantage, however, is
it asksvery specific substantive questions about what the
health plan or the primary care or nurseor doctor or the
specialist did or did not do or say or recommend or --
it'svery concretein gathering information unlike most
satisfaction surveys, which just ask about broad scalesin
termsof their level of satisfaction, which really don't
provide uswith actionable information. And what's so
nice about the CAHP isit does provide data that's
directly actionable and policy relevant.

And it asks not only about experiencesin
using your health plan, but also asks about attemptsto
use the plan or the health care system that might have
failed so it looks at both people who havetried to use
the system as well as people who have actually used the
system.

In your handout, there'sa very quick
analysis of the advantages and disadvantages of the CAHP.

And | think the CAHP'scoredoesa great job of capturing
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1 experiences of primary care, specialist care,

2 hospitalization, and home care. But there are a number of

3 issuesthat it doesn't adequately address, and it will be

4 added to the survey that we conduct herein California.

5

In particular it does not addr ess experience

6 with emergency room use, preventive care, or theissue of

7 hospital discharge and length of stay. And those will be

8 important to add. It doesask a series of questions about

9 consumer grievances, but it doesn't directly addressthe
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issue of -- | mean customer service, but it doesn't
directly addresstheissue of grievances or their
resolution, knowledge of the DOC asthe state HM O
regulator or DOC member for grievances.

CAHPs does not address the question of
consumer knowledge about provider incentives and payments
and their experience and beliefs about how those affect
referralsand the carethat's provided to them. It also
doesn't address theissue of having to change physicians,
either in joining a new plan or when a physician is
dropped from their plan and the impact that that has on
their care.

And it doesn't really addressthe issue of
choice, which isvery important, and we want to be able to
look at choice of health plans, the number of plansthey
had to chose from, the types of plansthey had to choose
from, their choice of doctors, their choice of hospitals,
and their choice of medical groups.

CAHPs also doesn't addressthe issue of how
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well consumer s under stand how to usetheir health plan and
the quality and adequacy of the communication from the
plan about how to useit. It also doesn't address

respondent attitudes about therole of state government in
trying to address consumer problems with managed care.

| think it'simportant for usto get some public opinions

on that aswell. It also does not address the issue of

quality of careor value as Arnold Stein was talking about

in aprevious hearing, and we ar e going to be adding some
guestionson that.

W e also want to ask consumer s about their
general impressions or attitudes about managed care and
HM Os because there's some resear ch that suggest that
expectations may largely influence their experience.

And finally, it doesn't ask questions about
the adequacy of the covered benefitsthat they have
provided by their plan or the financial impact of cost
sharing through their plan. And my intent isto add
content that addresses all of these issuesto the CAHPs
instrument.

In terms of the survey method, the survey
itself will be conducted by the Field Research Cor poration
in San Francisco. They have a computer assisted telephone
interview system set up there. It will be a 25-minute
interview. The sample will be selected using random digit
dialing and will sample over 1600 insured Californians 18
years and older and will sample an additional 500 insured

Californians 18 year s and older who are frequent users of
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1 the system and are directly responsible for managing their
2 careor aredirectly responsible for managing the care of
3 an immediate family member who's a frequent user.

4 We're also considering sampling the M edi-Cal

5 population, but funding for this piece has not been fully

6 secured. Intermsof thetimelinehere, we'reon avery,

7 very quick timeline, so | ask those of you who have

8 volunteered and areinterested in being involved in this

9 torealizethat we're going to be asking for very quick

10 turn around in terms of your response to the drafts.

11 Thefirst draft will be made available to

12 Hattie Skubik at the task force next Thursday, and the
13 second draft will be available two weeks later on August
14 15, and thefinal draft isone week later on August 22.

15 So | honestly do want your input, but | do need you to be
16 very timely in your responseif I'm goingto incorporate
17 it.

18 The completed survey questionnaire goes to

19 thefield research to begin conducting their teststo make
20 surethat, you know -- again, they do pretesting to make
21 surethat theinstrument flowswell; that thereare no

22 problemswith the questions; that the length of the survey
23 iswhat we anticipated it to be. And they in avery short
24 time period will produce the top line marginals, which

25 will show usthe major percentagesfor each of the

26 questions, responsesto each of the questions by September
27 25, and complete crosstabslooking at the relationships

28 between different variablesin the survey by October 15,
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1 hopefully in timeto be able to include them in the

2 development of recommendationsto the governor.

3 CHAIRMAN ENTHOVEN: Thank you. Hattie, do
4 you have anything to add about the process by which

5 memberscan makeinput? We have some memberswho aretied
6 intothisby process, but if othersareinterested, do we

7 want to, like, fax it out to everybody? Or what do you

8 think?

9 MS. SKUBIK: | think that's something that

10 thetask force should discuss. It'sa highly technical

11 processdeveloping -- developing a questionnaire for a

12 survey. And while we can sharethe document broadly, and
13 people can give comments on changes that they might

14 recommend, we need to recognize that you can't simply

15 worksmith questions without really throwing off the survey
16 instrument.

17 AsDr. Shauffler said, we're planning to use

18 a base of the survey that is approximately -- about 70

19 percent of the survey we're thinking will be coming from
20 an instrument that we have from the Picker Institute. We
21 haveit electronically already. It's been developed over

22 thelast decade through Harvard, RAND, and --

23 DR. SHAUFFLER: RTI.

24 MS. SKUBIK: -- and the Research Triangle.

25 MS. BOWNE: What purposewasit developed?

26 MS. SKUBIK: For exactly what we'relooking

27 at.

28 DR. SHAUFFLER: CAHP standsfor Consumer
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1 Assessment of Health Plans.

2 MS. SKUBIK: It'sbeen funded by

3 Commonwealth Fund and also the agency for Health Care
4 Policy and Resear ch and the United States government to

5 get at exactly what experience people are having in the

(o]

receipt of health care. | think when you see that survey

\I

instrument for those of you who areinterested in being
8 involved in the process, you'll find it'sa very relevant

9 instrument.

10 CHAIRMAN ENTHOVEN: Dr. Northway --
11 DR. SHAUFFLER: What I'd liketo ask, I've
12 gotten input asyou can see from the two groups, I've
13 consulted with alot of people. And my concernisthat we
14 only have a 25-minuteinterview. So the survey isgoing
15 to berestricted in terms of the number of questions that
16 we can ask. Thefirst draft will probably have more

17 questionsthan we can possibly includein an effort to be
18 responsive and as comprehensive as possiblein thefirst
19 round. But what | will need people's help with, frankly,
20 isin indicating what they think is most important to

21 include. And tothe extent that you want to add new

22 content, to give me guidance in what you'd like to take

23 out.
24 CHAIRMAN ENTHOVEN: Dr. Northway.
25 DR.NORTHWAY: I'm sorry. | didn't hear

26 what you said. Just in the end when you were talking
27 about the survey sample. You mentioned you weren't going

28 todo Medicaid --

150

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



1 DR. SHAUFFLER: Medi-cal recipientswill be

2 included as part the random sample of 1600 insured

3 Californians, but the number of Medi-Cal recipientsthat

4 wewill find in that pool will not being large enough for

5 usto say anything with confidence about that population.

6 And so if wewant to be ableto do that, we're going to

7 need to fund a separate sample similar to the funding that
8 wegot from the California Health Care Foundation to help
9 fund the samplefor the frequent users.

10 CHAIRMAN ENTHOVEN: And we have been chasing
11 extra money to fund that.

12 DR. SHAUFFLER: Yes, | mentioned that.

13 CHAIRMAN ENTHOVEN: Let'snot get into an
14 extensive discussion on that point. | just assureyou a

15 lot of efforts have been made, myself included, to track

16 down the money, best efforts. If somebody has a good idea

17 of another source we don't know about, we encourage you to

18 let usknow.
19 Maryann.
20 MS. O'SULLIVAN: Can you tell me what would

21 bethe prosand cons of changing things that we spent more
22 timetalking to people about who either encountered

23 barriersor were frequent users? We've got 25 minutes.

24 And it seemsto methat thefirst -- within ten minutes,

25 oneought to be ableto find out whether the person you're
26 talkingto hasencountered abarrier or was a frequent

27 user. And if they weren't, why not move on and spend the

28 time and money talking to people who have had the
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1 problems.

2

DR. SHAUFFLER: Right. I think the

3 difficulty, if you look at the CAHP survey, therearein

4 fact about a core of about 30 or more questions that ask

5 about different areas where they might have had a problem.

6 And soit'snot something you -- unless you just want to

7 just ask a broad blanket problem. Haveyou ever had a

8 problem? But that's not the way the CAHP isdesigned.
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If we want to usethe CAHP asthecore, it
asks very specifically about problemswithin each of the
car e settings with mental health services,
pharmaceuticals, communication, with transportation. |
mean, it getson a broad range of thingsthat if you ask
whether they had a problem in a blanket way, they might
not even think of that.

MS. O'SULLIVAN: Onceyou get past that
broad range, doesn't CAHPs take you deeper to understand
the problems?

DR. SHAUFFLER: It takesyou deeper after
each question. So if you say you didn't have a problem in
that area, then you skip all that, then you just jump to
the next one. But if you do have a problem in that area,
then it takes you deeper in that area.

CHAIRMAN ENTHOVEN: What telephone number
can the task force useto call you?

DR. SHAUFFLER: (510) 643-1675.

DR.NORTHWAY: Say that again.

DR. SHAUFFLER: (510) 643-1675.
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1 CHAIRMAN ENTHOVEN: And we have constituted
2 an expert resource group of people who particularly have
3 tofocuson this.

4 Thiswill bethe last question.

5 MR.WILLIAMS: Two quick questions. Oneis

6 becausetheinstrument isdescribed as an assessment of

7 health plans, doesthat mean you areignoring insurance

8 companies and the self-insured who not are not using

9 health plansor --

10 DR. SHAUFFLER: No, we'renot. In fact,

11 we'll be asking peopleto tell usthe specific name of

12 their health plan. So we're not excluding anyone. We're
13 only excluding people who don't have any insurance

14 coverage.

15 MR.WILLIAMS: I think we have a semantic

16 problem, because an insurance company isnot a health

17 plan.

18 MS. SHAUFFLER: Theway the question was

19 asked is. Do you have any insurance coverage?

20 MR.WILLIAMS: When you say it'sa survey of
21 health plans, we're being imprecisein our use of

22 language.

23 CHAIRMAN ENTHOVEN: We have an ambiguity of
24 terminology. Some people use the term to mean any health
25 carearrangement. Other peopletakeit to mean HM Osor
26 PPOs.

27 DR. SHAUFFLER: Californiaisuniquein

28 calling HM Os health plans. Nowhereelsein the country
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1 arethosetwo termsequated.

2 DR. SHAUFFLER: Thank you. Second point is,
3 itisreally the nature of theinstrument to the extent in

4 which it needsto take into account the delivery system,

5 instruct that it count the delivery system herein

6 California.

7 DR. SHAUFFLER: Yes. Weare adding a number
8 of questionsthat will try to take that into account, and

9 | would welcome any additional suggestionsthat you have
10 on that.

11 MR.WILLIAMS: And thefinal pointisreally

12 samplesize. We conduct -- our organization --

13 essentially all kinds of surveyslikethis. It seemslike

14 it'sa pretty small sample. We would normally do a larger
15 sample ourselves, looking at all health plans, all

16 citizensin the state. | think it'sa pretty small

17 sample.

18 CHAIRMAN ENTHOVEN: Thank you. I'm afraid
19 I'm going to haveto cut off the questionsnow. You have
20 Dr. Shauffler's phone number. In theinterest of

21 respecting the public's --

22 MR. CHRISTIE: | havealetter 1'd liketo

23 submit to you.

24 CHAIRMAN ENTHOVEN: Ontherecord. Besure

25 that Dr. Shauffler gets a copy also.

26 (Whereupon the proceedings
27 were adjourned at 2:15 p.m.)
28
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1 STATE OF CALIFORNIA )

2 COUNTY OIZ SSZCRAM ENTO )

3

4 I, SERENA WONG, RPR, CSR NO. 10250, a

5 Certified Shorthand Reporter in and for the State of

6 California, do hereby certify;

7 That said proceeding was taken down by mein
8 shorthand at the time and place named therein and was
9 thereafter reduced to typewriting under my supervision;
10 That thistranscript containsafull, true,

11 and correct report of the proceedings which took place at
12 thetime and place set forth in the caption hereto as

13 shown by my original stenographic notes.

14 | further certify that | have nointerest in

15 theevent of the action.
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1 SACRAMENTO, CALIFORNIA; SATURDAY, JULY 26, 1997
2 2:15P.M.

3 CHAIRMAN ENTHOVEN: Thehearingisnow open
4 tothegeneral public. Let mejust restateas| did

5 moments ago, please be surethat you have a speaker card
6 up heresothat if you want usto know who are. And we

7 will betaking them in the order that we receive them.

8 We'regoingto start by scheduling each person to speak

9 for five minutes, and then we will allow five minutes for

10 questioning by thetask force.

11 I'm going to haveto bea little brutal in

12 theinterest of getting through all this. So I'll ask

13 you, for example, if you have a lengthy prepared

14 statement, you can fileit with us. For therecord, we'll

15 read it, and if you just hit the highlights. | think it's

16 more effectiveto present if you really give usthe

17 highlights and bottom line pointsthat you want usto take
18 home and then interact with the task force.

19 And as| said before, our focusisreally on

20 systemsimprovement. We areawarethat thereareavery
21 large number of quality access problemswith the health
22 caresystem. So anecdotesreinforcing that won't point us
23 in a helpful direction. What wereally need areinsights
24 into how can the system beredesigned and who might do
25 that in order to makethisall work for people. So I'll

26 start with Kit Costello, the California Nurse's

27 Association.

28 MS. COSTELLO: | actually did bring enough
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1 copies of my testimony, if you'd like to have those passed

2 out and add them into the record.

3

4

CHAIRMAN ENTHOVEN: Fine.

MS. COSTELLO: I really appreciate the

5 opportunity to be heretoday. I'm president of the

6 California Nurse's Association. And as| said, |'ve

7 submitted my written commentsfor therecord. But | would

8 just liketo hit some of the high points of

9 recommendationsthat were making as an organization.

10

11
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First of all, the questions that were used
to guide the public in their comments, | obviously -- |
had some disagreement with the notion that we actually
operatein the health care marketplace, because many of us
have to take what's offered by our employer and I'll just
offer it asan example.

Kaiser nursesthat work for the Kaiser
system are offered for choice of health insurance avery
poor indemnity plan or the Kaiser health plan. Sothe
notion of having a marketplaceisreally not very
operational for us. And sol'd liketo focus my testimony
on some categories.

Protecting patient'srights, protecting
health care professionals, patient advocacy obligations,
and regulating standardsfor safe care. One of thethings
that we support islegislative mandates that would create
a standard of 90 percent or greater of premium revenue
that would have to be spent on patient care.

And | offer an example of U.S. health care

4
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1 who spends aslittle as 75 percent of their premiumson

2 care, and at the sametime, during their last merger paid
3 CEO abuy-out in cash and stopped the compensation of

4 closeto 1 billion dollars. So we believethereisa

5 relationship.

6 | would also like to say that we would

7 support some sort of debate on whether risk adjusting

8 capitation payments might encour age health plans not to
9 shunthesick. And it would also help, we think, with the
10 Medicarefund in terms of the overpaymentsthat have
11 received alot of notoriety of late.

12 Also, we support full disclosure of medical

13 information to patients. There hasbeen alot of gag

14 order legislation passed recently. Wethink it needsto

15 befollowed up on and enforced to prevent against abuses.
16 We also believe that bonuses and incentive

17 compensation arrangements do affect clinical decisions.
18 And just about any provider will confidentially tell you
19 that their decisions are affected by the method in which
20 they're compensated. Therefore, we believe that there
21 must be a complete band on any bonuses, incentives, or
22 penaltiesthat would have a direct or indirect affect on

23 health care decisions.

24 We also favor thelegislation of whistle

25 blower protection that would prevent managed care plans
26 and health care employersfrom discharging, demoting, or
27 terminating, denying privilegesto health care

28 professionals who advocated on behalf of their patients.
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1 We also support in theinterest of the

2 attempt to create a marketplacein health carethat

3 written criteria for denial of care be availableto

4 patients. Wethink it'svery important that the DOC take
5 arolein thisby mandating specifically excluded

6 benefits, treatments, et cetera, from health plans, and

7 publishing a comparison for the public so that people

8 could actually make decisionsregarding the choice of a
9 health plan. And we also believe included in this should
10 beadescription of the grievance procedurefor the

11 variousplans.

12 We also support examination by a qualified

13 health care professional before careisdenied, if there
14 isachallengeto thedenial. We also believe -- and this
15 issomething that isvery dear to usas nurses -- that

16 quality hospital care and staffing levels and health

17 facilities need to be better regulated. We've seen the
18 effect in the last five yearsin managed care

19 reimbursement reductions for hospital care, feeling

20 shorter length of stay, shorter recovery periodsfor our
21 patients.

22 And in turn hospitals have turned

23 around and reduced the numbers and skill levels of staff
24 that talk care of those patients. So what we have

25 essentially are sicker groups of patients with reductions
26 in staff, reductionsin the skill level, and numbers of

27 registered nursesand otherscaring for those patients.

28 | have, if anybody isinterested, areport
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1 that we have developed to support --

2 Ismy timeup?

3 CHAIRMAN ENTHOVEN: Yes. Thank you very
4 much. And wewill read your report. Questionsfrom the
5 task force? Any commentsor questions? Anything else?
6 All right. Thank you very much.

7 MS. O'SULLIVAN: | havea question.

8 On thedisclosure of criteria, what would that look like?
9 What would -- what are you envisioning a patient would
10 see? What kind of information would a patient get?

11 MS. COSTELLO: For example on quality

12 disclosure, | think it'simportant to understand that both
13 health plans and hospitals maintain lar ge sets of data

14 that they use for their business decisionsthat we never
15 see aspublic.

16 For example, if you contact with the health

17 plan, you don't know whether the hospital in turn

18 subcontracted hospital carefor, for example, the

19 medication error rates, what theratesarefor hospital
20 acquired infections, postoper ative wound infections,

21 medication errors, falls, bed sores. All that iskept,

22 but wedon't know it. So that type of information is

23 available. It'sjust not submitted, analyzed, and

24 presented for our review.

25 MS. O'SULLIVAN: Actually, referring to

26 criteriafor denial of care, though, isthat different

27 what a patient would understand in terms of what they

28 would be apprised --
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1 MS. COSTELLO: Waéll, for example, | think

2 theissue of bone marrow transplant for late stage breast
3 cancer, what'sthe criteria upon which they would deny a
4 woman with a late stage breast cancer bone marrow

5 transplant? | mean, if you have a family history, | would
6 assumeyou would bevery interested in knowing that. |

7 know | would.

8 CHAIRMAN ENTHOVEN: Clark?

9 MR. KERR: Soyou would favor on having the
10 information on infections and adver se drug events so forth
11 from the hospital?

12 MS. COSTELLO: | would. Some of it has been
13 collected, but with the under standing that the hospital's
14 identity would remain secret. For example, the Maryland
15 Hospital Data Information Data Set. A lot of indicators

16 were collected.

17 MR. KERR: Should it be kept from the
18 public?
19 MS. COSTELLO: No, I don't think it should

20 be. | think we have a better chance of picking out a

21 vacuum cleaner than we do a health plan that contracts

22 with a hospital that has quality care.

23 CHAIRMAN ENTHOVEN: Areyou comfortable that
24 therequired reporting wouldn't feed back into incentives

25 to not report and to cover up and --

26 MS. COSTELLO: I think in order to guard

27 against that, therewould have to be a regulatory mandate

28 togoin and do auditsto make sure that the data was
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1 clean.

2 CHAIRMAN ENTHOVEN: Mark.

3 MR. HIEPLER: Isthereany list of thetop

4 couplethingsyou think managed careis doing to affect

5 nursesgood, bad, or indifferent that you're experiencing
6 just being out in the forefront?

7 MS. COSTELLO: | would haveto say, for

8 example, within Kaiser thereisabig push to substitute

9 lesser trained personnel at all levelsfor licensed

10 personnel. | know in the advice centers now for the adult
11 advice calls, when they comeinto Kaiser, it used to bea
12 registered nurse would be the -- the gate keeper would

13 answer the calls.

14 Now we have appointment clerks and medical

15 assistantstaking information, deter mining whether the
16 nurse should then becomeinvolved to give advice based on
17 symptomatic reporting of patients. | think it's backward,
18 and we had some problems with it.

19 Plusalot of time, there'salargeturn

20 around time from the point where the call isanswered, a
21 messageisgenerated, and a nurse calls back to get more
22 information and do a disposition. Sometimes four or five
23 hours. So alot of delays.

24 CHAIRMAN ENTHOVEN: Harry.

25 MR. CHRISTIE: Based on thefact that a lot

26 of thelength of staysin the hospitals are being reduced
27 by managed care, do you feel that some form of an informed

28 consent isrequired before a patient isdischarged to
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1 advisethem of the potential risks of an otherwise early

2 discharge?

3 MS. COSTELLO: 1| think that what would be

4 helpful is-- for example, what's happening now that's

5 fueling alot of those early dischargesisthe development

6 of clinical pathways. So you take, for example, you know,
7 asurgical intervention. And there'sa standard for

8 length of stay that's prescribed by the clinical pathway.

9 And there'salot of push tofit your clinical judgment

10 within that pathway.

11 But an elderly woman with chronic anemia

12 who'sdiabetic isnot going to recover as quickly from a
13 hip surgery as a healthier person at the same age.

14 There'sjust too much of fitting ill people into well

15 people's standards around these length of stay protocols.
16 It'sareal problem. And teachingisn't happening,

17 either, especially with maternal and child issues.

18 What we'refinding is nurses are complaining

19 about taking alot of, for example, breast feeding phone
20 callson the advice lines from fresh motherswho have just
21 been discharged. They should have been comfortable when
22 they went home with infant feeding and care.

23 CHAIRMAN ENTHOVEN: Thank you very much.
24 Our next speaker, presenter will be Jane Parish from the
25 Breast Cancer Advocate.

26 MS. PARISH: Good afternoon. I'm hereto

27 put a human face on this. | don't have all the

28 statistics. I'm a nine-year survivor of breast cancer,
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and I'm a breast cancer advocate. | work on my own. |'ve
advocated for hundreds of women for eight years. I'm
right there on the trenches, on the front lines seeing how
the patientsaretreated through their different treating
physicians and their insurance companies.

| don't accept any compensation or no
consideration for what | do. So | haveno axeto grind or
no vested interest other than the interest of the women
I'm advocating for.

| had breast cancer in 1988 and was a K aiser
patient. And | became aware -- acutely aware of the
shortcomings of managed carein 1988. It became apparent
to me that my options of care and accessto physicians
wer e extremely restricted.

In 1988, it was very difficult to obtain
updated information concerning all options of care. The
information resour ces that wer e available at that time
included State of California pamphlet on breast cancer,
which wasrequired by law, the American Cancer Society,
and the public library.

Obvioudly, I didn't feel fully informed asa
breast cancer patient. It became apparent to methat if
women are provided information on all treatment options,
they will make a fully-informed decision. Unfortunately,
very few cancer patients have the option of having an
advocate.

Nineyearslater, being 1997, breast cancer

patients are still scrambling on their own to become fully
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1 informed and still have limited access. 1'm goingto give

2 you one examplethat I'm currently working on so it'svery

3 fresh in my mind regarding what | would call limited

4 access. And thisregards breast reconstruction after

5 mastectomy.

6

In 1997, you'll have approximately 180,000

7 diagnosed cases of breast cancer in the United States. Of

8 those cases, you'll have approximately 9,000 mastectomies.

9 And of those 90,000, you'll have approximately 30,000 that
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will bereconstructed. That number would seem pretty low.
It's obviousto methat a woman -- it would not be a
woman'sfirst choiceto live alife with one breast.

Better methods of breast reconstruction are
available. They have been practiced for years, but they
have not been promoted to the public. Why isthis?
Pamphlets from the American Cancer Society where many
women go to get their information after being diagnosed
did not make reference to these cosmetically improved
techniques. I nstead techniques of breast reconstruction
aretypically presented that show mediocre results from
outdated procedures.

Obvioudly it would not benefit the bottom
line of managed careinsuranceto increase this percentage
of women choosing breast and reconstruction dueto
cosmetic results. Furthermore, a big concern isthat
women fearing defor mity may delay seeking early diagnosis
and treatment, which isthe most important component of a

successful outcome.
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Better methods of breast reconstruction have
the potential for reducing thisfear in convincing women
to seek earlier rather than latetreatment. Thisis
particularly truein younger patientswho are at greater
risk due the aggressive nature of breast cancer.

Restricted accessto health care by managed
careinsuranceisachieved by several strategies; point of
service and panel of physician restrictions force patients
to seek treatment at a limited number of facilities by a
l[imited number of physicianswho are offering a limited
number of option.

Thisisduein part to the protection of
managed careinsurance under ERISA. ERISA limitsthe
liability of managed careinsurers putting on the medical
care. Reimbursement schemes such as capitation offer
financial incentivesto physiciansto under treat. It is
apparent that in many cases the best treatment in managed
careisno treatment.

It isfurther apparent that legislation is
required to protect the public from excesses of managed
careinsurers. Specifically, statutory prohibition is
required for panel physicians and capitation schemes of
reimbur sement.

ERISA also needsto be seriously reviewed
and rewritten to make managed care insurers accountable
for their decisions. Isn't it remarkablethat the
insuranceindustry in general allowstheinsurer to make

decisions concer ning the restoration of their property
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1 after sustaining an insurableloss? Don't you think that

2 the health insurersshould allow the same freedom of

3 choicestorestorethe patient's health?

4 It has been managed care's argument that

5 option should berestricted to, quote, protect the

6 patient, unquote. Thisisathinly veiled excuseto deny

7 carefor profit. Thepublic hasaright to demand and the
8 government hasthe obligation to guarantee the same level
9 of protection to women's health care asis currently

10 provided for our homes and cars.

11 CHAIRMAN ENTHOVEN: Thank you very much.
12 Questions from members of the task force.

13 MR. HIEPLER: Isthereanythingyou see

14 that'san impediment to patient carein the managed care
15 HMO doctorsthat you're visiting?

16 MS. PARISH: Well, | would say the No. 1

17 facility -- | visited Kaiser facilities, and talking about

18 one particular organization, | see alot of leading of the

19 patient, of giving one option, saying, " Thisiswhat you

20 need to do, and thisiswhat you need to do."

21 Also, their practicetherefor breast

22 reconstruction -- basically, what their lineis, "Wedon't
23 believe you should be immediately reconstructed because of
24 therisk of infection, and it'salot to undergo.” But

25 actually, in reality, what it is, isthat they have only

26 one plastic surgeon, and they know that a certain number
27 of women are going to choose not to be reconstructed after

28 they've undergone mastectomy, under gone chemo, maybe
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1 undergoneradiation. So it does cut the number people

2 down who would be choosing that option. | don't see that
3 asprevalent with other health care providers.

4 CHAIRMAN ENTHOVEN: Barbara.

5 MS. DECKER: Maybel didn't understand you
6 exactly, but | wanted to clarify. You mentioned that the
7 material, | think you wer e saying, many women seek when
8 they havethisdiagnosis, frequently it comes from the

9 American Cancer Society?

10 MS. PARISH: Right.

11 MS. DECKER: And then the material has

12 apparently outdated infor mation about reconstruction?
13 MS. PARISH: Well, I'll tell you, one week

14 ago -- I've been working alot on HR164, and Ash's Bill
15 for breast reconstruction and making that a federal law
16 for all states.

17 So I've done a lot of research on that.

18 But, yes, it isoutdated. | checked with them one week

19 ago to see what their current literature had, but it's

20 missing this particular procedure that leaves a woman

21 basically unscarred. It'sunbelievablesurgery. Andin
22 hispractice -- doctorsdo know about this, but never once
23 havel heard this procedure mentioned in the Kaiser

24 system, and rarely have |l heard this procedure mentioned
25 in other settings where|'ve been with a surgeon or

26 plastic surgeon.

27 MS. DECKER: Hasthere been any particular

28 source of information that is open to the public? In
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1 other words, not your own investigation, but a broadly

2 accessible source that you think does have good

3 information?

4 MS. PARISH: WEéll, in the cour se of the past

5 few years, with the computer's access through the

6 internet, thereisalot of web sites out there, and

7 there'sthe NCI, but alot of -- | advocate for a lot of

8 disadvantaged women. They don't have thisaccess. So
9 they go to your typical sources, which | say arethe

10 American Cancer Society, the publiclibrary. That'swhere
11 they go looking. And of course, that material isnot up
12 todate. Sothey really haveto count on their health

13 careprovider.

14 CHAIRMAN ENTHOVEN: Clark? Sorry. Bernard?
15 DR. ALPERT: For many reasons, personal and
16 professional, | am quite sensitive to your testimony. |
17 have a question about your advocacy.

18 Have you spent timein the hospitals when

19 the patients areinpatients?

20 MS. PARISH: Yes, | have.

21 DR. ALPERT: And assuch, there'sbeen a

22 number of different hospitals?

23 MS. PARISH: Yes.

24 DR. ALPERT: Sowould you give usan opinion
25 relativeto the previoustestimony we just heard about
26 nursing, staffing, and so forth, becauseyou'rethereasa
27 patient advocate, and we can kind of see and compare a

28 number of different places.
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1 Do you have a theme that agrees with the

N

previoustestifier or disagrees?
3 MS. PARISH: | agree 100 percent. |'ve seen
4 it firsthand. | had awoman who was by herself. Shewas

5 aKaiser patient, Kaiser Walnutcreek. And shedidn't have

(o]

any family at all, no support. Shewason public

7 assistance.

8 And she had gonein for alymph node

9 dissection aswell aslymphectomy under gener al

10 anesthetic. Shewasin -- | had talked to her before

11 about her wishes. Did shewant to stay. And she said,

12 "Yes. | havenocare. | have noonehome. I'd liketo

13 beableto spend thenight." | knew what her wishes were.
14 Shecameintorecovery. Shewas not conscious. She was
15 still under anesthetic, and the nurse camein and said

16 that she had been signed out by the treating physician.
17 And | said, "Well thiswoman is not conscious. What do
18 you intend to do?"

19 And shesaid, "Wecan call acab for her as

20 soon as she's conscious enough.”

21 And | said, " That's not her wishes."

22 And they said, " I'm sorry. The doctor

23 signed her out."

24 So what happened was| told her, " Either you
25 admit your patient or | don't leave." They all know who |
26 am, and they admitted her. And | waited until shegot in
27 thebed.

28 But that's probably getting more common
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becauseif you'll look at information, | think it was
given to you about me, | do alot of picketing. And |
picketed Kaiser because of their policy of releasing
mastectomiesin oneday. They got them out of there.
It'slikein and out under general anesthetic. Soit's
still going on. There are some hospitalsthat -- I've
been in some settingsthat | feel were definitely
superior.

CHAIRMAN ENTHOVEN: Last one. Anthony
Rodgers.

MR. RODGERS: I'd liketo get into one of
theissuesyou brought up, which wasthe fact that
information is being either omitted or not provided to the
patients.

Do you think the motivation iscost or isit
just that the procedures are new and taking time to get
into the use by physicians and professionals?

MS. PARISH: It'scost.

MR. RODGERS: It'scost?

MS. PARISH: | don't think. | know it's
cost.

MR. RODGERS: Sotheparticular procedure
you'rereferring tois more expensive, and therefore --

MS. PARISH: Weéll, it'snot that it'smore
expensive. It'sthat you would have more women choosing
it. When you have a woman in a setting in a plastic
surgeon's office, and she's seeing horrendous pictures of

breast reconstructionswith scarsall over, you'retalking
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1 about tram flapsthat are basically moving muscle up from
2 your stomach, six-hour procedure, high risk of infection,

3 you'regoing to have a certain number of women say, " I've
4 already undergone enough. I'm not going to do this."

5 But if you could see those other results of

6 an option that's out there, you're going to have more

7 women choseit. managed care doesn't want more women
8 choosing reconstruction. They want to keep that number

9 down to 30,000.

10 CHAIRMAN ENTHOVEN: Thank you. Our next
11 presenter will be Loren Johnson, M.D. California Chapter
12 of the American College of Emergency Physicians.

13 DR. ALPERT: Whilehe'scoming, | have a

14 one-line answer to the question. The procedureto which
15 she'sreferring has been around since the late '70s.

16 CHAIRMAN ENTHOVEN: Dr. Johnson.

17 MR.JOHNSON: Mr. Enthoven, distinguished

18 pandlists, | represent 2,000 emergency doctorsherein

19 Californiafor the California Chapter of American College
20 of Emergency Physicians. We'rethe ultimate safety net

21 that everybody keepsreferring to asthe inappropriate

22 use. You know that one. The emergency room.

23 If you will, that isthe exact dilemma of

24 emergency servicesin California under managed care, and
25 that isthetendency to takefor granite a community

26 service system, in essence, a public service that hasits

27 rootsin public service going all the way back to the

28 inception of emergency medicine, and sort of assuming that
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it's always going to be therefor you, especially under
the competitive business model of managed care.

Now, it istrue that the Emergency Medicine
Treatment Labor Act of the late '80s has created a system
of mandated services by hospitals and by emergency
physicians nationwide. And thisiscertainly a great boom
to the consumer and to the public and has, to a certain
extent, strengthened the safety net.

However, it'sa non-funded mandate. In
essence, it's mandated benefit -- a mandated service
without mandated benefits. Therewas never link to
insurance coverage. So aswe saw managed care unfold in
California, we saw four systems planning. We saw examples
likethe GNC project herein Sacramento with 150,000
covered lives suddenly having the funding redir ected for
the provision of intense episodic care, but not
redirecting the patients.

They still came to the emergency department,
and they became COBRA violationsand TALMA violationsin
our care, wherein they were defacto of COBRA violations of
over 100 fold increased enrollment rate for M edi-cal
patients over and above commer cial managed car e patients
because of shady gate keeping.

And also, theresult of unfair business
practices. We've seen very poor control of the -- of the
M edi-Cal managed car e intermediaries by the Department of
Health Servicesto the extent that there's -- the payment

performance of many of these contracting plans has been
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1 scandalous largely because, again, it's so easy to gain

2 thesystem. It'sa mandatory service without mandatory

3 benefits.

4 So we saw considerableinfrastructure

5 damage. We saw our backup for our specialty panelists

6 resigningin droves. Again, something we all take for

7 granite. Doctors cover emergency rooms; right? It'ssort
8 of quasi under the hospital requirement of COBRA and

9 TALMA, but not necessarily if they resign from the medical
10 staff or find waysto squeeze out of it.

11 So just the assumption that you can go into

12 any emergency room and into any community in this state or
13 in thisnation and always get the care you need and

14 particularly the specialty emergency care you need isan

15 enormous, not necessarily valid assumption. There's

16 infrastructure damage and all our specialistsare

17 resigningin droves.

18 Thisiswhat happened with the chaos of

19 sudden thrusts of the business model on top of a community
20 service model.

21 Now, we survived this, and basically

22 survived it by going after consumer protectionsto link

23 mandated benefits. We got the Ferguson Act herein

24 Californiain 1995. We're going for the Carden Act

25 nationally. The Accessto Emergency Medical Services Act
26 which would link a prudent layperson's standard for

27 emergency utilization to insurance cover age and would

28 requirethat it be provided at least to screen emergencies
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1 and to stabilize patients who have emergencieson a

2 nationwide basiswith no prior authorization.

3 In other words, direct access -- not

4 necessarily payment for non-emergencies, but direct access
5 at least to be screened and evaluated. So thishasbecome

6 sort of the Holy Grail in salvation of emergency medicine

7 inthe EM S system, if you will.

8 Now what's gone on since then is obviously

9 we had toreinvent ourselvesto live within the business

10 model of managed care. | want to submit we've done that.
11 We've got written testimony that will be available for you
12 in Los Angeles. And we have specific recommendations for
13 how to save the public service model of health care within
14 the business model of health care. And with that, | would
15 invite any questions.

16 CHAIRMAN ENTHOVEN: Thank you very much.
17 Brad Gilbert.

18 DR. GILBERT: 1 think you raised a very good

19 point, which isthe discontinuity between the community's
20 desireto havetrauma centersand centers capable of

21 providing emergency carefor those who need it in terms of
22 emergency care.

23 But how do you suggest you deal with the

24 juxtaposition of individuals accessing ER carewhen it's

25 really not appropriate? When they would be better served
26 by aprimary care physician or an urgent care setting? |
27 agreewith you that there needsto be this safety net, but

28 | don't agreethat there should be open access that allows
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emer gency roomsto be used inappropriately, both from a
medical care standpoint and the business standpoint.

How would you suggest some strategiesto
deal with that juxtaposition?

MR.JOHNSON: Weéll, certainly, we need
better definitionsfor risk stratification and
presentational acuity in terms of what constitutes
emergency visits. And | would say that we're working
intensively on that.

However, you also need to think in terms of
the fact that the emergency departments of this country
arein many respects an unused resource. Yes, they've
been -- everybody'strying to carve out and steer away
from the emergency department use becauseit's been high
cost. No. It'shigh charge. Hospitals have been cost
shifting onto those services.

And, in fact, we're exploring lots of models
with hospitalsright now to reduce the charge of unitary
pricing and so forth for ambulatory -- for episodic
ambulatory care. There'sno reason why our unused
capacity can't be put to usein a mor e efficient economic
sense. And in fact, we'rethe hub of acute carein
communities. Wein essence network and interact with
every aspect of the community service network. Soweare
the ultimate managed care integrator.

CHAIRMAN ENTHOVEN: Mark Hiepler.

MR. HIEPLER: I'veheard alot of discussion

among emer gency room physicians about the inability to get
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1 theapproval; you'retrying to deal with emergency

2 situation, and you've got to call the 800 number and so

3 on.

4

Can you describein your organization or in

5 your own practiceif that's been a problem and any remedy

6 that you would seefor that?

7

MR.JOHNSON: Yes. That'sprior

8 authorization, on-site authorization when the patient gets

9 there, and that'sillegal under new HCFA regulations. And
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| submit to you that that will go away in Californiain
the near future, and weintend to make that promise.
I n essence, every patient who presentsto
the emer gency department will get -- will get an emer gency
evaluation without economic coercion and in atimely
manner. And that's one our fundamental missions, isto be
ableto provide that service as a service to communities.
It'sbeen a serious problem. I'd be happy
to -- | think we'll be ableto reflect more on that if
some of our members may have an opportunity to testify in
Los Angeles. Yes, we've seen surrogate gate keeping by
unqualified people from outside the community that don't
haveaclue. I'vehad -- I've had an IPA herein town, in
Sacramento, and I've been practicing in Sacramento for
many years, instruct their membersto deny authorization
because the emergency room hasto -- in a memo form --
because the emergency room hasto take care of them
anyway. And we can save a million dollars.

I've had denials of patients on spine boards
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from freeway rollovers, patientswith arterial bleedersin

N

emer gency departments. That will not stand and we will

3 not submit toit.

4 (Applause.)

5 MR. HIEPLER: That isa problem, even though
6 it'sillegal.

7 MR.JOHNSON: Itisaproblem, andit's

8 goingtogoaway. It'sthedominant market practice. We

9 surveyed 23 out of 43 hospitalsin Orange County, and they
10 still play Mother May | for emergency services.

11 CHAIRMAN ENTHOVEN: Steve Zatkin, areyou
12 goingto talk about thetreating between the Kaiser

13 program and the emergency physicians? Isthat what you're
14 goingto ask him about?

15 MR. ZATKIN: No. Weare supporting the same
16 bill, but you did indicate that under current California

17 law, those provisionsareillegal -- | mean, those

18 practicesareillegal, you werereferring to.

19 MR.JOHNSON: It'sactually under federal

20 law, and --

21 MR. ZATKIN: Under Californialaw it's

22 legal?

23 MR.JOHNSON: No. But it'strueunder

24 federal law. And therecent HCFA regulatory practice that
25 the practice of prior authorization and informing the

26 patient of the denial is considered economic coercion from
27 obtaining emergency care.

28 The Ferguson Act actually has a broader
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1 standard for emergency services, but pretty much fitswith
2 thisprudent layperson's standard. In essence, a common
3 sense standard for what the consumer thinks might -- would
4 bea possible emergency.

5 Thedilemma, of course, if you goin -- if

6 you go in with chest pain and come out with a diagnosis of
7 dyspepsia and the plan denies payment for the service,

8 then obviousthe consumer needsto have his potential

9 heart attack evaluated. And that's an emergency service.
10 Sothat thedilemma isthe difference between a perceived
11 emergency and areal emergency and what gets paid for. We
12 think that common sense per ceived emer gencies and their
13 evaluation needsto be covered.

14 MR. ZATKIN: Allright. | don't disagree.

15 I'm just trying to clarify what the state of thelaw isin

16 California now.

17 MR.JOHNSON: The state of thelaw in

18 Californiaisactually alittle more far reaching than the

19 prudent layperson standard, but grants exceptionsto

20 Kaiser for a specific reason that Kaiser has an excellent

21 post-stabilization case management system called the

22 Emergency Prospective Review System that oper ates

23 statewide. That wasthe ostensible reason why Kaiser got
24 the waiver on that one.

25 And in essence, right now we've got a bill

26 that excludesthat in contract situations, and we don't

27 think that should be excluded. That'sthe Morrow Bill 682

28 in thecurrent session. Wewant to eliminate that.
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1 CHAIRMAN ENTHOVEN: Ellen Severoni. Last
2 one.

3 MS. SEVERONI: Just one quick question. Can

4 you get usthe data that would back up what you're saying
5 about high charge versus high cost? Because | would be

6 really interested in that.

7 MR.JOHNSON: Yes, | can. There'sarecent

8 journal publication on that issue.

9 CHAIRMAN ENTHOVEN: Okay. Our next speaker
10 will be Dr. Bill Well, M.D., from Maxicare.

11 DR. WEIL: Thank you very much. And before
12 you start the clock on me, 1'd just like to say a personal

13 thing. It'sapleasureto appear before Dr. Enthoven, who
14 many of us considered the following managed care -- twenty
15 yearsago when | wasin private fee-for-service practice,

16 we considered you a certifiable nut. And now we consider
17 you a certifiable genius. One of us has changed his point
18 of view.

19 CHAIRMAN ENTHOVEN: | just want to say, my
20 contribution wasn't managed care. It waswhat started

21 yearsearlier. It was called managed competition, which
22 wasto lay out a framework of therulesunder which they
23 would have to compete. Ruleslike what M arcus Stanley
24 described, standardized benefits, infor mation reporting,
25 et cetera.

26 Wewon't take that out of your time. But at

27 least you can start the clock. Thewholeideawasan

28 affirmation that -- for this market to work, there haveto
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1 berules.

2 DR.NORTHWAY: You better watch out. He

3 might change hismind.

4 DR.WEIL: I liveby thoserules. In fact,

5 I'm hereto say something nice about managed care. | know
6 that you heard nothing but anecdotes for the last few

7 timesyou've met. But I'm hereto talk about what one of

8 theworld'sleading experts on health care said this

9 morning. " Does managed care suck?" It only dependson
10 your point of view.

11 If you are afee-for-service private

12 practice physician, then you really think it does. 1f you

13 areaconsumer whoispart of the managed care world, then
14 there are advantages to managed care that never appear on
15 that other side of the fee-for-service private practice.

16 It startswith credentialing. Every physician who's part

17 of managed careisthoroughly credentialed, something that
18 does not occur at all in the fee-for-service and dependent
19 side.

20 Asamatter of fact, the Medical Board of

21 Californiatellsusthere are probably 2,000 people

22 practicing medicine that have no license. That would

23 never occur to managed care wherethelicense is updated
24 everyday two years, wherethe DEA certificates are looked
25 at, where education and Board certification arevery

26 important, wherethereisrecredentialing, which not only
27 reaffirmsall those necessities, but looks at things that

28 occurred in the past few yearsin malpractice suits,
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1 complaintsabout UR, CQI complaints or member service
2 complaints.

3 The second thing is utilization review.

4 Utilization review is something that does not occur in the
5 fee-for-service solo or non-managed care side.

6 Utilization review makes surethat the patient getsthe

7 appropriate level of care. And one of thethingsthat was
8 discussed as one of the previous speakers said, nobody is
9 discharged unlessthey're discharged with a discharge

10 plan.

11 At least while | happen to be representing

12 Maxicare, | am from Cedars-Sinai. I'm the medical

13 director of Cedars-Sinai. We do not let anybody out of
14 the hospital unlessthere's a follow-up plan, whether they
15 goto ECF or home health care, so that the better plans,
16 1I'm sure, utilization review includes follow-up hospital
17 care.

18 We also make surethere's not under

19 utilization. We do that by looking at patient or doctor
20 complaintswhen they think the patient is not getting what
21 they should have, member surveys, satisfaction, family
22 complaints, nursing staffing complaints, or alist of

23 diagnoses called sentinel diagnoses.

24 These sentinel diagnoses are diagnosis for

25 which a patient isadmitted and you wonder whether they've
26 had a problem with their out-patient care, such asa

27 diabetic and ketoacidosis. Werethey filed correctly for

28 their blood sugars? Werethey getting the appropriate
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amount of insulin? Someone with cervical cancer, did they
have a pap smear? These kinds of things are going to make
surethereisnot under utilization.

And then member services. There'sno such

thing in the fee-for-service private practice of member
services. You don't likethe doctor, you walk. But in
HMOsand PPOsand in IPAsand groups, there -- since
everybody is basically the same, they try and distinguish
themselves by the service they render so that the patient
has somewher e to go when they have a problem to complain.
They can even gotothe HM O and filea formal grievance.
There can be binding arbitration.

But there'sa whole cadre of peoplethat try
to solve the problemsthe patient has, which is something
that is completely absent on the other side. CQlI,
Continuous Quality Improvement, they look at utilization,
review the complaints, satisfaction surveys, they access
auditsto make surethat all those quality indicatorsare
something that they can point to, especially if they're
trying to attract business and to show they arerendering
a high quality of care. Nobody doesthat in the
fee-for-service independent practice.

And finally health education. Surealot of
HMOsand groups and IPAsuseit asan advertising feature,
but health education is prominent everywher e, because most
people want to empower the patient to be part of the team
making the diagnostics and ther apeutic resolutions.

And finally physician education. Take
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1 Cedars, for instance. | have 80 primary care physicians
2 that areinterns. If they seeawart with padding, "My

3 God, awart. Wegot torefer it." There'salot of

4 physician education needed to make good primary care

5 physicians out of physicianswho are not trained that way.
6 Those are some of thethingsthat are

7 positive about managed care. Some of thethingsthat |

8 hopeyou will see arethe checks and balances and the

9 safeguards meaning that managed careisn't such a horrible
10 thing after all.

11 | know your commission has entirely improved
12 managed care. And | think there's plenty of room for

13 improvement. But, you know, it ain't so bad to start

14 with. Sothat wasthe message | was bringing to you.

15 CHAIRMAN ENTHOVEN: Thank you, Dr. Weil.
16 Questions? Dr. Alpert.
17 DR. ALPERT: I'm puzzled by one, your prior

18 discussion, particularly the prideful dissertation with

19 regard to the quality and credentialing process.

20 | would assume by that that you would then

21 both encourage and welcome the most qualified providers,
22 physiciansin any area most qualified by broadly accepted
23 meansin terms of people who haverisen to the heightsin
24 thefield and all the procedures, had the most experience,
25 publications, so forth and so on.

26 If that'sthe case, then why are we seeing

27 peoplewho fit thedescription | just said in term of

28 quality being denied accessto panels?
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1 DR. WEIL: Some people are denied accessto

2 panelswhen the panelsaretoo large. For instance, at

3 Cedars, if you have -- we have like 12,000 peoplein the

4 |PA with 340 doctorsin theHM O panel. They're not going
5 to makevery much money in it. If a physician hasfive,

6 six, seven percent of his practice that's managed care and

7 therest private practice, they have a tendency to treat

8 those people differently.

9 So sometimes there hasto be a necessary

10 number of people who take care of a reasonable number of
11 patientson a panel. Only when the physician has -- when
12 at least 30 percent of his patients are managed car e will

13 hiswhole mode of practice be directed toward managed

14 care. But | hateto see people treated differently, and

15 that does happen until there's a significant number.

16 CHAIRMAN ENTHOVEN: Mark Hiepler.

17 MR. HIEPLER: Doctor, you indicated that

18 physicians will treat managed car e parents different than

19 other -- than fee-for-service or PPO.

20 Did | understand that right?
21 DR. WEIL: Sometimes.
22 MR. HIEPLER: And isthat because of

23 capitated versusthe fee-for-services system generally?

24 DR. WEIL: At Cedars, we pay our specialists

25 fee-for-service, but we do capitate our primary care

26 physicians. That'swherealot of complaints come. We
27 find that our primary care physicians have a high referral

28 rate. And | think when they have a managed car e patient,
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they triage.

MR. HIEPLER: Sothereisa concern that
patientsin a managed car e setting, because of the
financial system, can betreated differently than thosein
a fee-for-service?

DR. WEIL: That'swhy we have a very active
member service department trying to prevent that, yes.

MR. HIEPLER: Does M axicare, because of that
concern -- and | think it'sa very positive thing.

Because of that concern, does M axicar e describe to its
members how the physicians are paid?

DR.WEIL: I don't think that Maxicaretells
them specifically how they're paid because many full-risk
groups, like Cedars, can pay the physicians they want to
so that at Cedarswe capitate our primary care physicians
and pay our specialists a fee-for-service. We are going
to be capitating some of our specialists, which is
probably a better way to do that than to get a
fee-for-service.

Because of the differencesthat exist in the
provider community, | don't think that Maxicareasan HM O
could tell its members how their physicians are going to
be paid. The physician groupsand | PAs could.

MR. HIEPLER: Soyou think -- it seems as if
what you said in the chronology that it isan important
thing that physicians sometimes, at least in your
experience, will treat you differently. Don't you think

that's an important thing that patients should know then
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1 sothey themselves can police that they're are one or two

2 physiciansthat might treat them differently because of

3 theway they're paid?

4 DR. WEIL: Absolutely. | think you made a

5 very wise observation, and | think it'svery important

6 that a patient know that so they know how to, quote, play
7 thegameto make surethat they get the proper care; that
8 member serviceisn't availableif they feel that they've

9 been discriminated against.

10 CHAIRMAN ENTHOVEN: Clark Kerr.

11 MR. KERR: Just aquick question. Soyou're

12 nolonger with Maxicare. You'refrom Cedars; right?

13 DR. WEIL: WeareaMaxicare provider group.
14 That'swhy Peter Augden asked meto testify for Maxicare.
15 But | am with the provider group. | am with Cedars. We
16 have a contract with avariety of HMOs. Maxicareisjust
17 one of the ones we have contracts with.

18 MR. KERR: So when you talked about a number
19 of the -- potential of managed care, do you -- when you

20 look at your crystal ball, as a hospital person, do you

21 see any concerns?

22 DR.WEIL: Yes. I certainly do. Oneof the

23 concerns-- when had the | pleasure of being on your

24 commission, we used to look at mergersand acquisitions.
25 And it'shard to keep track without a score card anymore
26 who the hell iswho. And everybody seemsto be changing
27 to fee-for-profit organization.

28 Well, if you're a for-profit organization,
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1 you haveto show a profit. And I'm concerned that the

2 money that's available for health careisgoing to be --

3 thefor-profit isgoing to be taken off thetop. And

4 pretty soon they're going to squeeze physicians and

5 patients so that quality of care will start to be

6 affected.

7

| would think -- | would -- like, maybe your

8 group could say that a medical lossratio should be

9 limited to 80, 85 percent, because there are some

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

organizations with medical lossratios of 69 percent. |f
anything isfor profit, then it better show profits. It's
thereon the stock exchange. And that profit -- we're not
the guys making the 3to 6, 11 million dollarsin
salaries, which are public record of some CEOs of these
or ganizations.
So the money is coming from someplace. |
think it'sterrible when a guy can get up to bat in major
leagues in two games and make more money than the aver age
physician in the United States makes. Something iswrong.
CHAIRMAN ENTHOVEN: Dr. Karpf.
DR. KARPF: We've heard alot anecdotally
both for and against managed care. Thereisa body of
literature out there that does speak to some of the issues
of outcomes under different systemsof care. And also it
speaksto satisfaction levels. | would assume that we
could reassurethe public, we will not actually take a
look at that asa group in an organized fashion in a

future meeting, but | think we will seethereare
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1 positives and negatives. And what wereally need todois
2 understand how we evaluate that data and have we

3 accumulate the future data so we can in fact seewhat is
4 working and what isn't working.

5 CHAIRMAN ENTHOVEN: Right. Two things about
6 that. First, in thelast meeting we did a have

7 presentation by Dr. Arthur Miller of U.C. San Francisco,
8 Institute of Health Policy Studies of the L oft Miller

9 Pair, that have been kind of a deans of literature

10 reviewing in these comparison studies. And so Dr. Miller
11 did present to uson that.

12 Any of the previous articlesin 1994 said

13 HMOsareasgood or better. Thistimehe'smore -- well,
14 thescorelookslikeit'sabout even. There'svariations
15 on both sides. But we will continueto look at that. And
16 of course, all thework that Clark Kerr hasdescribed on
17 information reporting, quality monitoringisavery

18 important part of that.

19 And of cour se, one of the things about

20 managed care, it givesyou a framework and really somebody
21 to hold responsible who hasto do the measuring and

22 reporting.

23 DR.WEIL: I just want to say some articles

24 in general show that; that careisequal regardless of

25 work.

26 CHAIRMAN ENTHOVEN: Yes. Miller Loft did,
27 right.

28 DR. WEIL: Thank you very much.
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1 CHAIRMAN ENTHOVEN: Thank you. All right.
2 Our next speaker will be Lynnie Morgan, a consumer from
3 Concord, California.

4 DR. ALPERT: Onething about Dr. Miller's

5 presentation, simply to be completein the summary, there
6 wasa lot of discussion about internally forming, which is

7 perversed payment incentives. | don't bring it up asa

8 bad thing, but --

9 CHAIRMAN ENTHOVEN: Yeah. Just to makesure

10 we understood, the point he was making was the lack of
11 risk adjusted premiums; right? Which I think we're all
12 agreeingissomething -- | trust we'll be able to build a
13 consensus for recommending.

14 All right. Ms. Morgan.

15 MS. MORGAN: Hi. I amaparentand | am a
16 consumer, but | also am the founder and director of the
17 Mitochondrial Disorders Foundation of America. | have
18 sent information out to over 1,000 peoplein the United
19 Statesand have clientsherein California, so | think

20 about thisbeingin their benefit also.

21 | sent you a letter dated July 21, actually,

22 and makereferenceto that letter today. But beforel do
23 that, | wanted to tell you that we all know for any

24 organization to be a success, it hasto have certain

25 structure. And if you will kind of imagine a pyramid with
26 the meaning -- well, we have to have needs. We've

27 established that people have needs. We're not born to

28 live an eternity. We arefinite creatures. So health
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careisabasic need that we all have.

So with that established, that means we have
aneed. We haveto take care of those people somehow,
each other somehow. So if you can imagine a pyramid with
thetop third of it being meaning, and the middle third of
it being structured, and the bottom third being action,
that'sa good prescription for success, but the only thing
that'smissing isthe care, caring part of that.

| took a Cal State Hayward cour se recently
wher e the professor showed us how these things all worked
together. And without the caring, you don't have -- it's
not necessary for you to have -- there's no meaning for it
if you don't care about something. There'sno need for
structure, and you won't have to have any action, because
you really don't care.

And thereason that | bring that up isthat
in the health care system that's currently going,
currently in action right now, | think what we have done
iswe had doctorswho took an oath to care and serve the
patient. And after attending last month's -- the last
session of thistask force, | went home and wrote down my
observations and recommendationsin thisletter, because
as| recall, that'swhat you asked for, observations and
recommendations.

So one of the thingsthat | would point out
isthat the administration must care. It must filter down
to the doctorswho must care. And the patients who must

know that they are cared for, or the system won't work.

38

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

One of thethings|'m wondering isif weremovethe
incentives and capitation, if those doctor s will come back
to caring again and the administration will be ableto
care.

| know that we -- you know, the incentiveis
something that'sworked in the past few years. Peopleare
starting to grumble about that, and with good reason. For
onething, thisthing that Mr. Romero gave out this
morning, | think it'svery interesting that he talks about
job owning. And thefirst fivethingson thislist
really, to me, talk about how great the need isin
California.

The amount of complaintsthat there are have
risen in thelast year. Why isthat? Why do we have a
task force? Becausetheneed isjust sogreat. Thereare
alot of anecdotal situations. But they are only
anecdotal one on one, one at atime. But when you see a
room full of people sharing those situations with you,
when you see a governor who hasto assign a task force,
they become not anecdotal. They become an issue.

| think that if we look at the system, we
work on incentives, removing incentives, or working
incentives elsewher e, and possibly maybe focus on
developing centers of excellence so that the health
maintenance or ganizations and the fee-for-services don't
haveto be all-in-all to everybody. They can't afford to
be all-in-all to everybody. That's one of the problems.

My daughter can't get a diagnosis because my
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1 HMO issayingthat they are specialistsin that area when,
2 infact, they arenot. So what isthe problem? Our

3 vulnerable wind up not being heard. Our vulnerable wind
4 up not being served. And we have greater needs and a need
5 for atask force. | would suggest that in the statistics,

6 when we do our surveys, that the questions arerelevant.

7 Questionslike, " Are 15 minutes with your

8 doctor adequate time to discuss your needs with him?

9 Do you haveyour doctor'sindividual attention when he's
10 intheroom? And areyou afraid to ask questions about
11 your health care provider for fear of losing your

12 insurance?"

13 | said thisat the last meeting, and I'll

14 say it again. Surveysand dataisonly asgood asthe

15 questionsthat they ask. And | applaud your discussion
16 earlier in the questions of the gal who had the question

17 about arewereally goingto talk to those people on the

18 phone. We're spending all thismoney on the survey. |Is
19 it really going to meet the people'sneeds? | don't think
20 so.

21 Thank you for letting me come. And, please,

22 if you have any questions about my letter, I'd be happy to
23 entertain those questions.

24 CHAIRMAN ENTHOVEN: Thank you. Questions?
25 All right. Thank you very much.

26 Our next presenter will be Maria Joelson of

27 the California Nurse's Association. |sshe here?

28 UNIDENTIFIED SPEAKER: She may have left.
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1 CHAIRMAN ENTHOVEN: Okay. We exhausted her
2 patience. The next speaker will be Gail Oheda, Latino

3 Coalition for a Healthy California.

4 UNIDENTIFIED SPEAKER: Sheleft.

5 CHAIRMAN ENTHOVEN: Warren Leach, speaking
6 for himself. Cupertino.

7 MR.LEACH: Professor Enthoven and

8 distinguished members of the task force, I'm a 63-year-old

9 diabetic. 1've been a diabetic about 25 years. 1'm also

10 on medication for high blood pressure. Startingin

11 February of '96 through March of '97, | had five strokes,

12 the second of which put mein the Stanford Hospital.

13 | recall that quite vividly, because |

14 didn't know | was having a stroke, and | called the

15 doctor, and | said, " What do | do next, and he said you

16 better get to a hospital." Sol called the wife, and |

17 drove halfway to Stanford to Sunnyvale, and she drove

18 beyond to Stanford ER. | got in about 6 o'clock. | never

19 got up to the hospital part until about 2:00 in the

20 morning.

21 And apparently -- it ismy strong belief

22 they werewaiting for authorization from the HM O which was
23 FHP and wanted to bedarn surel wasreally having a

24 stroke. And apparently, thetype of strokel had was

25 called Cerebellum stroke. That'swhy | didn't recognize

26 it at first because it wasn't left or right hand

27 paralysis. | subsequently testified in SP977 regarding

28 the medical board applying to all peopleinvolved in
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health care decisions.

And as| recall, all the partiesthere,
except myself, they said "no." And when the center piece
said I'll give you an exemption, they still said no. So
that'swheretheindustry iscoming from. Subsequent to
the strokes, | had several heart attacks. Thefirst one
in Tahoe. Second onein Reno. | went to Barton Hospital
Tahoe, Saint Mary'sin Reno. And | changed HMOsin
January.

Health Net made a decision to fly me up by
air ambulance back to the Bay Areainto Stanford. So
there wer e three ambulance charges and their ambulance
charge, and of course | wasin three hospital facilities.
Two of them ERs. Sothat particular incident is probably
going to run over $50,000. And | really think that some
preconditioning or premanagement of my medical problem
would have prevented a lot of this. Therewasno
ultrasound Doppler X raysuntil I hit the Saint Mary's
hospital in Reno. Therewas|INR protimes done for blood
clotting until I got to Stanford on the second stroke.

And asfar as post stroke situations, |
wasn't told about quad canes. | wasn't told about
walkers. They stuck mein an old folks home. | got out
the next morning. The old folks home by the way was cited
by the state for many violations, complaints, citations,
and they changed their name | noticed after | wasno
longer at that facility.

So what I'm saying to you isthat there
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1 should be some preconditioning or premanagement situations
2 of people with my health problems, and also as far as post

3 incidences, there should be some after carethat wasn't

4 given to me, and it would have maybe lessened some of

5 these bills. Sothat's briefly my statement. If anybody

6 hasany questions, please ask me.

7 CHAIRMAN ENTHOVEN: Thank you. Questions?
8 Okay. Thank you very much.

9 MS. SEVERONI: [ just want to thank you. |

10 don't know the geography up here. | asked Clark. You

11 drovealongway, | guess, to get heretoday.

12 MR.LEACH: Yeah. | didn't drive. She
13 drove.
14 MS. SEVERONI: But you came a long way.

15 What would be the one thing you would like to see changed
16 about the system and what -- what would make today'sdrive
17 worth while?

18 MR.LEACH: Waéll, capitation paymentsasl|

19 mentioned in the testimony should be outlawed or made a
20 criminal offense. To methat capitation payment isreally

21 the crux of the whole problem. And that should be

22 diminished or modified or something. Because | understand
23 there'sonelawsuit going around herein Sacramento where
24 the doctor s wer e scheduling too many appointments, and

25 there'sthis capitation pressure that goeson in the whole

26 industry.

27 | talked to some nurses, and they said they

28 work 12-hour shifts. And how can you take car e of
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1 patientswhen you'reworking 12-hour shifts? Sothere's

2 too much pressure put on the personnel. This profit angle
3 | think hasjust gotten way out of wack. And it'sgot to

4 bereigned in. And | followed theindustry pretty close.

5 I've got annual reports, 10K, and all these HM Os, and |

6 seealot of stuff in therethat'sreally bad.

7 CHAIRMAN ENTHOVEN: Mark Hiepler.

8 MR. HIEPLER: Sir, beforeyour situation and

9 complicationsthat you encountered, did you understand in
10 your HM O how the physicians wer e paid?

11 MR.LEACH: No.

12 MR. HIEPLER: Okay. Do you think that would
13 have helped you while you werein the emergency room if
14 you had under stood some of those things to advocate better
15 for yourself?

16 MR.LEACH: | havetoo many thingsin my

17 mind quite frankly, but wewerein Kaiser at onetime. We
18 left them. Wewent Take Care. Take Care was bought out
19 by FHP. And FHP was merged into Pacific. Soit'svery
20 difficult to keep track of these plans asthey're offered

21 toyou. | can't even get health insurance becauseI'm a

22 diabetic. | got health insurance through her job. And

23 likel said, these HM Os -- it'slike Pacman. They just

24 keep moving around.

25 MR. HIEPLER: Did they ever tell you why it

26 took solong to get in the emergency room?

27 MR.LEACH: No. They had aCT scan. | was

28 interviewed by alot of nursesand emergency room
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1 physiciansand personnel. Likel said, it was 6 o'clock

2 in theevening when | got there, and | didn't get in the

3 hospital itself until about 2:00 in the morning.

4 CHAIRMAN ENTHOVEN: You mean you weren't
5 admitted out of the emergency room into the --

6 MR.LEACH: Right.

7 CHAIRMAN ENTHOVEN: Do you have any good
8 reason to believe that was because of the HM O as opposed
9 tojust it took all those nice Stanford doctors a whileto

10 get down there and do all the tests?

11 MR.LEACH: Wadéll, | kind of walked -- |

12 should say staggered intothe ER. And | got up on a

13 gurney, and | wasthereall that time. Peoplejust kept

14 coming around interviewing me. | guesstherewas some
15 question, " Isthisguy really having a stroke or isn't

16 he?" | already had apreviousTIA in February. Asa

17 matter of fact, thereweretwo TIAsaccordingtotheCT.
18 Onein theright hand side of the brain, took out the left

19 side.

20 CHAIRMAN ENTHOVEN: What my question was
21 directed at was: Isthisascribableto Stanford care or

22 totheHMO?

23 DR. WEIL: Stanford careisup to speed. |

24 had insisted on going to Stanford on thefirst stroke.

25 CHAIRMAN ENTHOVEN: Dr. Karpf.

26 DR. KARPF: | don't want you to take this

27 thewrong way. Somebody must be doing something right in

28 the health care system if you've had multiple strokes,
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1 multiple heart attacks. And being as effective asyou are

2 asaspeaker, something worked right someplace.

3 MR.LEACH: Waeéll, my father is 93, and my

4 mother is90. Soit'sprobably in the genes.

5 (Applause.)

6 CHAIRMAN ENTHOVEN: All right. Thank you.
7 We'regoing totake aten-minute break.

8 (Brief recess.)

9 CHAIRMAN ENTHOVEN: Will the meeting please
10 come back to order.

11 Our next presenter is David Blackman.

12 Mr. David Blackman of Tower Health.

13 Thank you for coming Mr. Blackman.

14 MR. BLACKMAN: Good afternoon. My nameis
15 David Blackman, I'm vice president, chief operating

16 officer of Tower Health. Tower Health isa Knox-Keene

17 licensed HM O in Southern California predominately serving
18 the Medi-cal population.

19 | may not look like atraditional health

20 care executive, and | certainly don't play oneon TV, but

21 | have worked on both sides of the fence that we're

22 discussing. |'veworked for physician billing

23 organization and hospitalsaswell as 15 yearsin the

24 managed care HM O side.

25 Eight years ago, my mother faced amputation

26 of both of her legs, and she was a member of Kaiser

27 Permanente, and amputation was discussed. My brother, who

28 was not an advocate of managed care, felt that she needed
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1 to get out of the hospital, and only a fee-for-service

2 physician would do theright thing.

3 After many, many phone calls, he discovered

4 that -- what many peopletold him was that the best

5 vascular surgeon that they thought was at Kaiser. And we
6 contacted thisindividual, and he accepted my mother asa
7 patient and several dayslater did surgery to save her

8 legs. But the surgery was unsuccessful.

9 Latethat evening, the doctor contacted me

10 and said, " 1'm going to try one more thing. 1've been up
11 all night trying something else." The second surgery was
12 also unsuccessful. So we discussed amputating of the

13 legs. Thenext day thedoctor camein and said, " I'm not
14 giving up. I'vegot one more last try, and | want your

15 permission to go ahead. | think that she can stand the

16 surgery.” Hedid thesurgery. Thesurgery was successful
17 and both of her legswere saved by a managed care

18 physician who cared about the patient and who had

19 compassion and quality in the forefront of his mind.

20 Today she has difficulty walking but

21 nevertheless has both of her legs. | do not believe that

22 it issimply an issue of what works and what doesn't.

23 What systemsto fix and what doesn't. | believe that the
24 political and budgetary and other economic forces on

25 health carein general aretheresult of the changesin

26 managed care and changesin health care.

27 If thiscommittee and the public at large
28 will -- isgoing to judge the managed careindustry as
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1 well asthe press based on anecdotal stories, | fervently

2 and adamantly hope that both sides of the storiesare

3 listened to. | have worked on both sides of this

4 proverbial fence, and | have seen what | believe to be

5 good quality care and access in the managed careindustry.
6 And with that, I'll be happen to take any questions.

7 CHAIRMAN ENTHOVEN: Dr. Alpert?

8 DR. ALPERT: Do you have any specific

9 recommendationsfor usto make to the government or the
10 statewith regard to managed care?

11 MR.BLACKMAN: Yes, | do. | think theissue

12 of risk adjusted premiumsthat have been talked about is
13 probably the paramount issue. | really sincerely believe
14 that. Asan example, a perfect example, the stateis

15 paying the same capitation premium for individualson AIDS
16 and HIV in the M edi-Cal program asthey do for all other
17 Medi-Cal individuals.

18 I'm alicensed and certificated counselor

19 with HIV/AIDS patient. And | know that they have greater
20 needsthan just medical. They have social and economic
21 and environmental needsaswell. And yet my company as
22 all other M edi-Cal subcontractors ar e getting $70 a month
23 totreat an AIDS patient. | think that's an example, and

24 1 think risk-adjusted premiums are not the way to go.

25 DR. ALPERT: I just want to makesurel

26 understand this. So you think the biggest problem isthat
27 theHMOs are not being paid enough for taking on high risk

28 people?

48

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



1

MR.BLACKMAN: No. I'msorry. Let me

2 clarify that. | think the biggest problem -- | think the

3 biggest problem isthat there are sometimesintangible

4 forces, systemic forcesthat include political,

5 environmental, and budgetary at the state level that are

6 exertinginfluence on the managed careindustry and not

7 the systems and the capitation system that has developed

8 duetothechangesin general in health carein this

9 country.

10
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CHAIRMAN ENTHOVEN: Any other questions? No
comments? Okay. Thank you very much, Mr. Blackman.

Our next presenter will be Wilma Krebs,

California Senior Coalition. IsMs. Krebs here?

Thank you for coming. Please sit down.

MS. KREBS: | had avery simple question
earlier on. And that wasthe comparison of the HM Os and
the PPOsin the indemnity plansin which the PPOs came
off, quote, badly, | think. And my question was about the
sample, whether the PPOs, for example, included the PERS
PPO, PERS care and PERS choice, which are perceived to be
very high quality within PERS.

CHAIRMAN ENTHOVEN: My understanding isthat
survey was broad-based for PPOs, you know, PPOs across the
state so that PERS would have been thereto the extent of
its statistical weight. But I'm not really sure of that.

MS. SHAUFFLER: It'sonly one PPO out of 20
or so. Whether it doesisn't going to overwhelm what the

majority do. But everything that we collect is
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confidential; so | cannot reveal any information specific
to any health plan. Otherwise, the health planswouldn't
respond to my survey.

CHAIRMAN ENTHOVEN: You raisean important
point. Don't go away yet. Let'sjust carry thison for a
minute. You put your finger on an important point, which
| think we ought to draw out here, and that isthat shot
iscalled by the employer. So we'retalking about the
different coverage levels and, you know, let's say our
mammograms cover ed this, that, and the other thing.

And so you ask about PERS. Well, PERSis
the purchaser, and they can decide what to includein
their coverage contract asthey think best. Sowe
shouldn't think of PPOs as freeflowing entities out there
that are doing thingson their own. The employer or the
purchaser iscalling thetune, and they'rejust dancing to
that tune. | think what it reflectsisthat thereare
some employerswho go for much less expensive cover age.

MS. KREBS: Thank you.

CHAIRMAN ENTHOVEN: Next. William Powers,
Congress of California Seniors.

Mr. Powers.

MR. POWERS: Good afternoon. My nameis
William Powers. 1'm hererepresenting the Congr ess of
California Seniors. We arethe California arm of the
National Counsel of Senior Citizens. We have an affiliate
member ship of over $500,000 in the state. Our advocacy is

100 percent volunteer. Adequate and universal health care
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1 hasbeen amajor part of our agenda since our inception.

2 the CCSwasamong theoriginal sponsors of Proposition 186
3 toestablish a single-payer health care system in

4 California.

5 Unfortunately, that did not pass. Weare

6 proud to be a sponsor and supporter of the Patient Bills

7 of Rights, which iswinding it'sway through the

8 legislative process a couple blocksfrom here. Weare

9 strong supporters of the Patient Bill of Rights because of
10 what we hear from our members and their concerns about the
11 managed health care system. Most of our membersare
12 retirees, and a high percentage arein managed care.

13 Theinformation provided at the hearing is

14 on the 13 -- now, as| understand, it's 14 billsin the

15 Patient Bill of Rights, aswell asrecent revelationsin

16 the media, we believe more than justifies the need for

17 thisimportant legislation. That iswhy many of the bills
18 being are passed with bipartisan support.

19 Wewant to make it clear that the Patient

20 Bill of Rightsisa modest responseto therapid growth of
21 the managed health care system and the problemsfor

22 consumerswhich haveresulted. Thesearenot radical

23 proposals, assomein theindustry would have you believe,
24 but measured responsesto protect consumers and their
25 health care needs.

26 Things like protecting the doctor/patient

27 relationship, providing adequate infor mation, protecting

28 thefree speech rights of consumers, and assuring
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accountability are some of the issuesthat are addr essed
by these 14 bills. We cannot depend on the industry to
pleaseitself. Health careisasimportant for consumers
asused cars, and we must look to government to protect
our interest, even when it appearsthat thisisnot being
done as effectively aswe would like.

The bottom linefor industry seemsto bethe
bottom line. When the lives and the health -- when the
lives and health of our members and consumers generally
are at stake, that's not good enough. We are especially
concer ned that the health care needs of vulnerable groups
such asthe elderly, disabled, and low-income people may
not be adequately addressed by the current system, and
that your review will address this matter in your report.

Finally, I close by strongly urging that the
work of thistask force not be used as a pretext to
prevent the current legislative reformsfor theinactive.
And | would hope you folks would support that position,
because | don't think there's anything in the Patient Bill
of Rightsthat's contradictory to what you folks are
talking about today. Thank you very much.

(Applause.)

CHAIRMAN ENTHOVEN: Thank you. Steve
Zatkin.

MR. ZATKIN: | agreewith your last point
about therole of thiscommission, but | wanted to ask a
qguestion because I'm a little puzzled. You said most of

your members -- all of your members, | guess your seniors,
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most of them arein managed care, but do you have --
unlike many of the folksin the commer cial sector, they do
have a fee-for-service option, Medicare, regular Medicare.

MR. POWERS:. Many don't. Many don't.

They come out of the kind of situationswhere they are
retired Union membersand they don't have options. They
haveto -- they have to be part of managed care systems or
they'reon -- they're on Medicare, and the choices that
arethere are governed by the cost of the systemsthat are
there. Sothey --

MR. ZATKIN: It'sthelatter problem,
because the cost-sharing would concern fee-for-service.
So what is-- despite their concerns about managed care,
they are still there because of the cost issue --

MR. POWERS: By theway, we'renot here
today to defend the fee-for-service system. We're here
today, asthetask forceisset up to do, to talk about
improvementsin managed care. On one of the earlier
speakers, | felt hisposition was diversionary, if
anything.

MR. KERR: Thank you. Next speaker will be
Lisa Merritt, Multicultural Health Institute.

MS. MERRITT: Hi, everybody that's left.

I'm glad to see you all here, and | am very happy to bea
part of thisprocessand very honored. | am sorry that
much of the task force hasdissipated. | hopethisisnot
areflection of interest in the public, but more of

everyone's busy schedules. | would like to make surethat
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my comments get on the record.

First of all, I'd liketo say that | am a
specialist in physical medicine and rehabilitation. For
those of you who don't know what that is, that isa
physiatrist. There'savery small number of usin the
country. We'reuniquein that we work within a
multidisciplinary team concept. | think that it'sa model
that managed care can learn from in many, many ways. And
that'spart of what 1'd like to speak to.

| have summarized ten main areasthat | will
be happy to submit to all members of the task force.
Therewasvery short notice that | received about this,
and | haveissued it to a few of the members, and | will
be sendingit.

Themain areas|'d liketo go through very
quickly istheissue of access; the need for cultural
competence and multicultural curriculum training; the need
for research and useful data on outcomes and what we call
outcomes, what types of outcomes; the need for
collaboration amongst all the powersthat be; the need for
greater training of community health care workers and
coordinators, aswell as minority under served health care
providersfor under served populations and their inclusion
in the health care plan and health care delivery; an
effective plan of the 7 million or so uninsured peoplein
California; a way to target education for an early and
aggressive intervention strategy for high risk

populations; the greater use of information technology,
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1 and the greater need to bridge the gap between allopathic
2 and complementary or traditional medical practice or

3 spiritual medical belief systems.

4 I'd liketo gointo a little detail on each

5 of thesein thetimeremaining. First of all, for access,

6 | think it should be very clear that we distinguish not

7 just having insurance, not be assigned to a provider,

8 becausethat does not relate -- reflect, you know, from my
9 perspectivein grassroots as a physician in practice.

10 I'm speaking for my patients as having access. If that

11 physician's office doesn't speak the language or doesn't

12 have staff that are sensitiveto their needs, that's not

13 access. If that officeisthree busridesaway, there

14 should be something in the questionnaire.

15 In the geographic managed care program in

16 Sacramento, we had huge problems of people being shifted
17 away from the doctor that knew them and their family to a
18 clinic on a different part of town that they didn't know

19 thebusroutetoo. Sothe question that would bevery

20 useful, doesyour clinic have a bus stop that someone

21 could walk from? That's very concrete information that |
22 think would be helpful.

23 Do you have accessto paratransit? My

24 patient population have a lot of problemswith mobility.
25 They havetorely on whatever transportation thereisfor
26 someonein awheelchair. Paratransit hasto schedule two
27 weeks ahead of time or morein Sacramento. | don't know

28 what that isin other placesor if there's equivalent
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r esour ces.

Also, child careisabigissuein terms of
access. We have people being assigned to planswherethe
mother hasfour kidsand three of them are assigned to
different pediatricians. So what does she do with the two
other kids, because she can't take them to the doctor.
Thisisthereality of what's happening. We have health
-- we have child carein health clubs. | think that child
carein ahealth clinicisn't too far fetched,
particularly when it's an opportunity for health
education.

The samething tying into the issue of
information technology. You don't need a big, fancy
software program. | mean, in my office, we have
information technology. You can use Microsoft Word, which
all of these companiesthat have sophisticated computers
to figure out how to negotiate and renegotiate the billing
can certainly create electronic change; they can create
educational profiles, and can have internet accessright
on site and show people who don't have that type of
access, because not everyone does.

The multicultural curriculum isvery, very
important. Do we haveto think of the demographic shift?
Thistask force, thishearing right hereisnot reflective
of California asit istoday, and certainly not as
Californiaisgoingto bein the next 10, 20, 30 and 50
years.

Arewe planning for right now a short
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1 material stop gap measure, or arewe looking in terms of
2 strategic planning for an aging population, an extremely
3 diverse population, among whom we know we have certain
4 targeted health care problemslike diabetes, hypertension,
5 AIDS, violence, domestic violence. And arewe

6 prioritizing those health care problemswith effective

7 prevention programs.

8 Clearly from the data shown, just education

9 in general about health isnot being -- 3 percent or 4

10 percent. Just afew morethings. Intermsof the

11 training and the collaboration, | had a chanceto

12 participatein atestimony in L.A. We worked four years
13 to get that to happen in which we had at the same table at
14 the same meeting community-based or ganizations, patient
15 advocates, gover nment agencies, legislative

16 representatives, HM O representatives, academic

17 institutions, and we talked about the same discussion

18 you're havingright here.

19 And what was interesting was everyone was

20 really not that far apart. It'sthe perception. And

21 that'swhat you'retalking about, getting peoplein touch
22 with their own perceptions and the perceptions of others
23 and finding a place of respect to build interactions so

24 you can build solutions.

25 And | think more of that needsto be part

26 the process of not only thistask force, but any health

27 delivery system. You need to hear from all sides.

28 Everyone needsto have a voice, becauseif you don't, it's
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not going to be effective.

L ook what's happened to geographic managed
care. Weneed to have the patient input and we need to
have the provider input into solutions on the system
because some of them are very creative and not very
expensive. Question?

MR. KERR: Questions? Yes.

DR. GILBERT: Thank you, Lisa, for coming.
We'restill here.

MS. MERRITT: I'm glad to seeyou.

DR. GILBERT: Couplequestions. Oneis
you've gone over a broad range of things, some of which |
think are potentially amenable to market pressures. For
example, in my area, they're not providersthat speak

Spanish in the health plan I'm responsible for, and in the
other onethereare. That could result in individuals
making choices based on ability to have a language access.
Which of the things you've talked about you think are more
-- should be moreregulated or organized governmentally?
Theregulation versusthose that you think might respond
to competition and market?

MS. MERRITT: Weéll, let meclarify theissue
about competition and market. There'sstill a perception
-- for example, in Los Angeles, thetop threeradio
stationsin terms of the population are Spanish speaking.
But the price for advertising on those radio stationsis
only, like, $2,000 or $3,000 a minute, versus ABC, which

is $7,000.
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1 The perception isthat that's not a market.

2 Sothe perception still is, in many of these plans, this

3 isnot aviable market of people. And the perception --

4 and we have data resear ch that thereisoften avery

5 biased interaction for those patientsin terms of their

6 clinical outcomes, but they arethe same onesthat are

7 going to have the highest risk and higher cost.

8 So I'm a little conditioned when we talking

9 about market forces deciding that, because it still comes
10 down from a decision-making process, and there are panels
11 in Oakland that don't have one African-American provider.
12 And Oakland isa 70 percent black population. You can't
13 make that assumption.

14 That'swhy you need to have the

15 multicultural training at all levels from the decision

16 makers, legislators, HM O executives, the provider team,
17 which includesthe receptionist, the housekeepers, the

18 nurses, anyone who comesin contact with the patient, and
19 the patientson how to access that system.

20 So in terms of a solution, yes, | think you

21 should have multicultural curricular training, because

22 many people don't understand the needs of these different
23 groupsor theincredible disparitiesin terms of the

24 health situations. And | think they don't under stand that
25 theissues of non-compliance, for example, can very much
26 tieto communication problems.

27 If the person calls the office, and doesn't

28 feel that they're being dealt with respectfully, they
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1 don't go or they don't understand or they get lost, for

2 example. Intermsof what | think should be mandated, |

3 think education --

4 MR. ZATKIN: Just to finish up, | agree with

5 you on much of what you're saying. How do you make it

6 happen?

7 MS. MERRITT: I think you need to have a

8 certification processthat's objective and that's

9 verifiable. | think in termsof cultural competency, |

10 think you need to make sure you have input from patients
11 and patient representatives of all the different groups

12 that are being provided to in part of the planning

13 process.

14 And that's not something that'simposed on

15 them. It'ssomething that they are partnerswith. And

16 that's part of the collaboration and partnership with the
17 community that I'm speaking of, sharing resour ces.

18 And that even goesto why not have mentoring

19 programsto begin to train trainersfor community health
20 careworkersand community health educators? TheHMOs
21 would benefit from thisto invest the money in the

22 community and welcome them from a marketing standpoint.
23 And it also would improve outcomes because

24 of improved education and prevention. So | guess|'m

25 echoing the presentations earlier that there'snot enough
26 emphasis placed, and perhapsthere needsto be sometype
27 of mandatethat if they're using this money particularly,

28 if they're managing M edicare and Medi-Cal, which are
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1 public funds, then there should be some mandateto include
2 in the use of those public funds effective education, as

3 well as collaborating with existing traditional community

4 health providersand collaborating with community

5 educational processes.

6 MR. KERR: Another question.

7 DR. KARPF: | agreewith you that we must

8 facediversity of thisstate. It'sa challenge and our

9 greatest strength. 1'd liketo ask you your opinion. Is

10 it morelikely from your perspective that a tradition

11 fee-for-service marketplace or a more organized

12 marketplace, be it managed competition or some other level
13 of organization, ismore likely to be ableto servethe

14 needs of the culturally diver se populationswho are

15 particularly vulnerable populations?

16 MS. MERRITT: | think that it really -- I'm

17 not making my point clear. | think theissueisthe

18 awareness of the system providing the care. | mean,

19 historically, people of color, physicians of color have

20 served those communities, regardless of whether there was
21 Medi-Cal or Medicare or whatever.

22 What happened when there began to be public

23 fundsfor that, other people started to servethose

24 communities. So | think it'sas much a matter of

25 resources available, and | say thisin all seriousness, |

26 think it'smore a matter of the opinion about these

27 populations, because when you look at studies, for

28 example, that compare cardiac care, even when the
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1 insurance payment was not an issue, the type of care that
2 wasgiven wasin completereverseto therate and the

3 incidence and the severity of that disease processin

4 those patient groups. In other words, black males did not
5 get the aggressive care they should have gotten when they
6 havethe highest rate of incidence and mortality from

7 cardiovascular disease.

8 So again, it'san education iswhat I'm

9 speaking of. And I think the emphasis should be on

10 education of whatever system, an education of the patients
11 on how to access a system properly. Becausethey're used
12 to, you just goto the doctor. Well, you end up going to
13 the emergency room. You just deal with it until you're
14 goingto be dead.

15 And we have to change that mentality and get

16 moreintothe preventiveideathat you really do have

17 access and peoplereally do care about you and are going
18 totake care of you, and how we bridge that per ception
19 from the patient side. And the perceptionsfrom the

20 provider'ssideis, well, thisis a hopeless group of

21 people. They'rejust too hard to deal with. They'retoo
22 non-compliant. They show up late.

23 | mean, they're are so many thingsthat come

24 up that don't haveto do with the health care process. It
25 hasto do with an interpersonal process. And peopleare
26 often not aware of that. But it clearly isreflected in

27 thetype of carethat'srendered and perceptionson either

28 end of the scale when you look at the patients and you
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1 look at the providerson that clinical interaction.

2 And one other piecel want to bring up that

3 wedidn't talk about was the whole influence of genetic

4 identification of disease process and what it will mean in

5 termsof long-term planning. What's going to happen when
6 you have certain groups of patient populationsthat we

7 know -- we already know historically have a predilection

8 tothese diseases, what are we doing when we know from

9 eight that they'revery likely to get diabetes or they're

10 very likely to get cancer or both? How arethey goingto
11 befigured in and be able to be covered in the future

12 system? And what kind of mandate or responsibility should
13 therebein thefor-profit health insurance plan that

14 really doesn't have those social obligations.

15 I'm asking you questions, but I'm trying to

16 offer some solutions by saying we need to look at these

17 things now and come up with useful strategiesto deal with
18 them. Otherwise, we will be having another task forcein
19 fiveyears. Nobody wantsto do thisagain.

20 MS. SKUBIK: Wereyou herefor Dr.

21 Legorreta's presentation this morning about

22 thethingsthey'retrying to do to proactively do

23 preventive care through sending disease management videos
24 directly to patients? Did you hear that presentation?

25 DR. KARPF: 1 think that's a different

26 issue. | think you'retalking to an issue that

27 systematically enables people to use a health care system

28 and educates as opposed to a sporadic system.
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1

2

MS.MERRITT: Yes.

DR. KARPF: Andthereason | ask you that

3 question is| wanted to see your biasasto whether you

4 think a fee-for-service marketplace can actual respond to

5 those kind of population needs, or whether in fact you

6 need to have a more cohesive organized structureto be

7 ableto deal with those kind of issuesin away that's

8 going to have reasonable efficiency.

9
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MR. POWERS: Weéll, you know, I think it can
be a combination of both. | asa practitioner see people
in fee-for-service and managed car e settings and for free.
| got acheck for $6.78. It was my 1099 from M edi-cal
last year. And | hired a person torebill on the new
billing formsthat they said we needed to use, because the
previous billing forms wer e the ones they thought they
wer e going to use, and then they changed their minds. And
they still -- basically, | didn't get anything. | still
had to pay that person several hundred dollarstotry to
do my backbilling. That's fee-for-service.

No, | don't think you couch it in those very
basic terms. It'scommitment. | do alot of public
speaking and education because | am committed and because
of my training. And other physicians arelike that who
arecommitted. And | doalot of education, and | could
be a fee-for-service provider. It'smore a matter of my
own perspectiveon it. And | think avideoisa nice
idea. But what if that person doesn't speak English, or

what if that person doesn't have a video machine?
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1 | think most cultures bite a verbal human

2 interface. A lot can be donewith that. And | think

3 training thetrainer programs. Oneother piecethat |

4 want to emphasizeistraining the trainer programs.

5 Community interface with the communities you serve,

6 because you have these huge -- thisdance, this one, that
7 one, thisone, that one. Everyone here has had probably
8 two or threechangesin their health care plan and

9 possibly provider. Sothoserelationshipsare being

10 broken, and vulnerable populationsare at risk.

11 | have populationsright now that still

12 e-mail mefrom acrossthe country. My patients-- they're
13 probably anywherefrom 5to 20 itemslong. | know them in
14 my head like this. And for somebody elsetotry to take
15 that person on their chartslike this, and the time and
16 the money it would cost that person totry to see them,
17 you know, and to do something effective, it just doesn't
18 make sense.

19 So | don't know if I'm making myself any

20 clearer, but | will be happy to talk with any of you

21 further. And | will be submitting a full report as well

22 assome solutionsthat | have at other meetings.

23 MR. KERR: Thank you very much, Dr. Merritt.
24 (Applause.)
25 MS. SINGH: | just wanted to reassure our

26 last speaker that we aretranscribing the testimony that
27 wereceive today, and task force memberswill have access

28 tothisinformation.
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1 MR. KERR: But in termsof commitment, this

2 isthegroup. Our next speaker will be Dick Wexler.

3 UNIDENTIFIED SPEAKER: Heleft.

4 MR. KERR: Hegaveup. Okay. Sorry.

5 Sara Benjamin, asa Kaiser health plan

6 member.

7 UNIDENTIFIED SPEAKER: She'shere, but she
8 passed.

9 DR.NORTHWAY: We've convinced her that

10 everythingisall right.

11 MR. KERR: Then we'll try for Betty Perry,

12 who'sfrom the Older Women's L eague.

13 MS. PERRY: Theolder women are enduring.
14 My nameis Betty Perry, and I'm the education and resear ch
15 coordinator for the Older Women's L eague of California.
16 At your last meeting, | arranged for a

17 national report on managed care on older women to be
18 delivered to you, and | think you havethat. That wasa
19 national report. And today, |'m speaking moreor lesson
20 local issues. And as| listened today, | heard some of

21 you mention the value of advocates.

22 The Older Women's L eague is an advocacy

23 organization. In thecurrent legislative session, we are
24 supporting the Patient Bill of Rights and particularly

25 concerned about people being entitled to second opinions
26 and care being -- and a problem of care being denied by
27 health care managersinstead of doctors. Wethink that

28 doctors should determine the amount of stay a person
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1 should havein the hospital after a mastectomy. And it

2 shouldn't bean arbitrary time.

3 And in addition, I'd like to mention that in

4 1993 legislation was passed, which required doctorsto

5 provide osteoporosistesting. But many doctors and

6 medical plansdo not seem to even know about thistoday.
7 We believe that managed car e provider s should ook upon
8 legislation asareal mandate for thingsthat they're

9 supposed to do. And we're goingto continueto spread the
10 word.

11 Wefeel that these -- the billsin the

12 current session -- we hope that if they pass, we hope that
13 the governor will sign them. And | liked Bill Power's

14 suggestion that you not consider them in lieu of your

15 report. But that'sjust kind of the beginning of things

16 that we hopethat you won't recommend. And we -- let's
17 see.

18 And so my advocacy is kind of wearing out

19 thisafternoon. So with that, | will leaveyou. Oh, I

20 know. Theother thing | wanted to mention, we worked for
21 breast cancer early detection, and we found that as

22 advocates, we want to follow thislegislation through, and

23 we will befollowing your report through in the same

24 theme.

25 (Applause.)

26 MR. KERR: Questions of Betty?

27 MS. PERRY: Remember that bone density
28 testing.
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1 MR. KERR: NextisBarbara Arnold. Dr.

2 Barbara Arnold, California Association of

3 Ophthalmologists.

4 MS. ARNOLD: Yes. Thank you. My colleagues
5 have put mein the position of president elect of our

6 state eye association, but I'm currently here as a patient

7 advocate. | practicein the south part of Sacramento,

8 wherel'm probably the minority in my neighborhood.

9 About 60 percent of my patients have some

10 form of managed care. 1'd say between the many Medi'sand
11 thestraight Medi-Cal and GNC patients, probably 43

12 percent have somerelationship to the Medicaid program.
13 And | will tell you there's no service code for seeing a

14 patient through atranslator. And | learned Spanish

15 through my internship. There are so many people, the
16 Mong, the Ming, the Pacific Rim, eastern Europeans, the
17 Russians. Werely on a school age family member to

18 tranglate or sometimes an employed adult child to

19 translate over thetelephone, but we do get a translation.
20 In an advocacy situation, | think the most

21 important thing | want to bring up about access -- it

22 doesn't mean you have a health plan. It means can you get
23 to seeadoctor in your neighborhood. A lot of people,

24 walk, come by bus.

25 But when | found out from an elderly patient

26 of minewho lives next door, who | hadn't seen in five

27 years, and hesaid, " | just learned from these things

28 goingon in the Beethat I could disenroll from my plan
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1 and get my straight Medi Medi back. | nolonger haveto
2 spend 45 minutes and three busridesto get to my doctor."
3 Hewassorelieved that he could once again go to Medicare
4 fee-for-service, Medi-Cal, and walk to a doctor on his

5 block.

6 The broken relationships, | think, isthe

7 highest priority. I've been in my practice address, in my

8 building for 16 years. Sometimesthe patient will come

9 back after atwo or threeintervals because they've

10 changed health plans every year, and they'll tell me that
11 they had M.R.l."sand CTsand sought three or four

12 referrals because under managed care, the doctor didn't
13 really taketimeto listen to them, get a photocopy of

14 their records, let aloneread the copy of their records.

15 So they're constantly passed along like a

16 hot potato. And had | retained that patient, | would have
17 known that their loss of sight in that eye was extremely
18 pre-existing for 20 years; that you don't have to spend

19 morethan a $20 office call to say, " things are okay."

20 And they get the multi-thousand-dollar

21 workup because the new doctor doesn't know them. And if
22 they did have the patient records, there's no way you can
23 transfer the body of knowledge we know about somebody.
24 In addition to the body of knowledge, many

25 timesin aneighborhood office, we take car e of parents,
26 grandparents, aunts, and uncles. And we maybe know 15
27 peoplein the samefamily. And disease patterns often

28 have great similarity among family members. And that'san

69

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

important body of information not to belost.

Many people both employed and retired
managed car e programs deserve the option to pay a little
more and get a PPO. But they'll say, " Well, my company
only gives me two choices, and they're both HMOs. They
will gladly take a little savings, pay a higher premium so
they can do a fee-for-service style wher e they could chose
the same doctors they've been accustomed to going to.

And then when they get a managed care
doctor, they find out they have to wait maybe 2, 8, 12
weeksto see a doctor where there's many physicians at
thistime and throughout the state who have the capacity
to see people the same day.

Someone ear lier today had a question about,

" Do you get to spend 15 minuteswith your doctor?" |
would liketo say, " Do you get to talk to a physician?"
Too many patients only get to see physician assistants or
practicing RNs. And they'relucky if they get to see
those if they've gotten through an advice nursethat's
allowed them to get an appointment.

And then under some of the managed care
programsfor Medi-Cal, GNC, if | find a patient that's
cometo me, and they've got something seriouslike a
paralyzed nerve or, say, optical nerve swelling, 1'd
called thereferring practice back to seeif | can get an
M.R.l. or neurology consult becauseit's a special
consult. | can't order those tests myself likel could

under straight Medi-Cal.
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1 But I'm told, "Well, there'snot a doctor in

2 today. Only the PA or only the nurseis seeing patients.”

3 And we haveto wait until Monday or Tuesday until the

4 practice has a physician because only the physician has

5 theauthority to order those mor e extensive tests.

6 And there's no mechanisms for keeping track

7 of thevast number of people who pay out-of-pocket for

8 services becausethey don't want to wait for areferral or

9 spend 30 minuteson the phonetrying to get areferral.

10 They'vegot ajob. They'vegot afamily. They want an

11 early morning appointment so they can be seen and get on.
12 So | have many patients who have their

13 managed care plan for catastrophic coverage, but they want
14 to pay becauseit'simportant they keep the same

15 doctor/patient relationship. And | think the most sad

16 thingisthat patientsarelosing theright to choose.

17 (Applause.)

18 MR. KERR: Questionsfrom thetask force

19 members?

20 Okay. Thank you very much.

21 MS. ARNOLD: Thank you.

22 MR. KERR: Have we missed anybody?

23 MS. PARSONS: | submitted, but | wanted to

24 speak toit briefly. | submitted something. | also

25 submitted a written testimony.

26 MR. KERR: Okay. Just come up and announce
27 whoyou are.

28 Ms. PARSONS: I'm Dr. Margaret Parsons from
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the California Dermatology Society. And many of you did
receive thewritten testimony. | wish to address-- and |
apologize for listing anecdotal and outcome. | had been
told something that you wanted to hear those. And |
apologize for that and just wanted to direct some specific
comments. Thereason | list some of those anecdotes, |
think it'simportant in managed careto realize that very
often patients have a very difficult time obtaining
special referral when it isindeed important.

And | very often have patients coming in
saying, " For six months|'ve been trying to get in here."
And they've seen their primary care numeroustimeswith
expensive medications being used to treat when often a
specialist can treat them more effectively. And | think
it'simportant to consider that.

| am not hereto say managed careisawful.
| think managed careismixed bag. There'salot of good
toit. Patientsdo have the ability to make some choices,
and for many people it has been a more cost-effective
means of having health care for seniorswith limited
incomeswho aren't able to afford a secondary supplement
insurance. managed careisnot all bad.

| think it'salso good in helping to have
primary care physicians which do kind of coordinate a
patient'scare. I'm not hereto say it'sall bad and to
fight for my specialty specifically, but | think it's
important to emphasize that we need to allow for

appropriate access for special referral to also prevent
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1 elaborate authorization processes.

2 Patients with limited panels often come over

3 an hour away to see mein my practice, and then dueto the
4 way the managed careisstructured, | can't, you know,

5 treat them that day. They haveto come back another day
6 after we've been ableto retain referral, where they want

7 copies of our notes, which, you know, you haveto have

8 dictations done, copying, and it'svery elaborate. That

9 isnot cost-effective.

10 Patients are having to travel. Peopletake

11 off work in order to do that. Some are seniorswho have
12 to have one of their children take off work in order to

13 bring them or people who have more difficult times

14 traveling. Itisanissue, and | would encourage you to

15 look at the recommendation that you encour age people to
16 look at appropriate special referral, and to help simplify
17 authorization processes when someoneisindeed being

18 referred for something to be treated.

19 | also wanted to address briefly academic

20 medicine, which is some of the information that | had

21 received. You wanted meto address managed care's effect.
22 | think it'simportant to look at how managed careis

23 affecting training of our specialists. We must keep our

24 specialists well-trained in order to continueto train

25 specialistswho will be ableto treat people with the

26 difficult, complex diseases, as well asto educate our

27 primary care physician in basic knowledge of specialty

28 diseases.
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1 Dr. Lynch'sreport published in the archives

2 of dermatology addresses not just der matology, but all of
3 medicine. And | think it isa good one and isworth

4 reading and has a good summary of managed car€'s effect on
5 academic medicine. Thank you.

6 MR. KERR: Thank you. Questions?

7 DR. GILBERT: Thank you for coming. You

8 talked about appropriatereferralsversusthe process.

9 MS. PARSONS: Uh-huh.

10 DR. GILBERT: The process would

11 theoretically be amenableto regulatory efforts. 1'd like
12 you to comment on that. But goingto thefirst part, the
13 appropriatereferrals. | haveread your examplesreally
14 making the appropriate decisionsreferred to you prior to
15 using multiple therapies on something that's, you know,
16 not efficacious. Talk to me about how you think that

17 issue can be addressed. And then secondly, if you agree
18 around theregulatory approach to the process of referral.
19 MS. PARSONS: | think one of my concerns

20 when | see someone coming in with a bag full of things

21 tried, but are often very expense, iswhether the primary
22 care physician is someone receiving financial incentives
23 for non-referral or whether there'srestrictions on that

24 managed care'sgroup for regulation of referralsand how
25 tightly arethose primary physicians being regulated.

26 And to allow perhaps some laxity when they

27 realizethey'retreating something that they don't know

28 what it is, and they tell me, " Well, they weren't quite
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sure. Trythis. Trythat." Andtolook at making sure
the physicians are not restricted from referral when they
are not comfortable or they clearly are not able to remedy
a disease situation.

DR. GILBERT: How about the second term of
the process?

MS. PARSONS: Authorization, | think there
are some managed care plans. | treat patientsfrom
Medi-Cal -- different managed care groups as well as
fee-for-service. Some of the managed care groups says
"Here's something with thisthing. Go ahead and treat it.
Hereitis." And one of the other groupssays, " Only
evaluation" when the primary careiswritten very clearly,
you know, go ahead and treat these warts or go ahead and
biopsy this obvious skin cancer. Or someonewho s
referred for a probable melanoma. When it'sa melanoma, |
have her authorization first and break what she's doing
and get on the phone. | can't do that for everyone, or
our patientswill be sitting waiting hourswhilewetry to
process things.

MS. O'SULLIVAN: Can you talk to me about
how the M edi-Cal authorization process feels different
from referral process from patients who are coming to you
through a private pay?

MS. PARSONS: When you say private pay, do
you mean managed care or PPOs?

MS. O'SULLIVAN: Let'scompare managed care.

M edi-Cal managed careto private pay managed care.
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1 MS. PARSONS: | would say some of the

2 Medi-Cal | receive, they'rejust for one-consultation

3 visits, which correlates with one of the major carriers,
4 but yet some of the managed care groups say, " Hey, we
5 realize thisis something we're going to address. Go

6 ahead and treat the condition."

7 Most of the Medi-Cal manage care programsis
8 an evaluation. You haveto have them back for further
9 treatment. Some of them say you can treat. Again,

10 they'revery individual, and very often limited to one
11 visit. Onevisitsare frustrating, because when you

12 initiate a treatment, you don't know how it works. So
13 it'savery individual kind of thing.

14 So we have someone who spends her entirejob
15 getting referrals, making sure we have appropriate

16 referralsfor every singlevisit. And it can bevery

17 complex.

18 MS. O'SULLIVAN: IsMedi-Cal being way
19 more --

20 MS. PARSONS: There'savariation. Some of

21 theprivate pay arealittletighter, and some are more

22 flexible. There'sa spectrum in both.

23 MS. O'SULLIVAN: Thanks.
24 MR. KERR: Yes.
25 DR. ALPERT: | assumethat you would agree

26 that thistask force made a recommendation to simplify the
27 preauthorization process. What I'm interested in isif

28 you have a specific recommendation to amplify that, to say
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1 how to dothat.

2 MS. PARSONS: | would say that when a

3 patient isreferred for a specific disease, that the

4 specialist be allowed to carry through the full treatment

5 of that disease, including the appropriate workup and

6 such. One of the managed groups say up to so many

7 dollars, you go ahead and do it. Morethan that, we need
8 to know what's going on.

9 So there can be a guideline versus no, you

10 haveto ask for every singlelittlething. | think an

11 authorization saying " we allow you to treat this disease
12 within a spectrum of a certain amount" allows us

13 flexibility to treat the patient appropriately.

14 The patient islessfrustrated in being told

15 they haveto come back. And also the officeisnot as

16 caught up in doing multiple amounts of paperwork, which
17 hasto be more costly not only to the practitioner but

18 also to the managed group who isreceiving the multiple
19 pieces of paper.

20 DR. GILBERT: Can | just follow up on that?

21 Two thoughts about dermatology. Oneisthat in most cases
22 when a PCP isreferringto you it's either because he

23 doesn't know what the diagnosisisor they thought they
24 knew the diagnosis and the treatment didn't' work. So |
25 would agree with you, there seemsto be a vast majority of
26 casesin dermatology that would be appropriate for

27 referral that includestreatment. But | don't think

28 that'struefor many, many other specialty situations
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1 wherel'm trying to rule out a specific diagnosis, and

2 then | want that patient to come back, because then | may
3 send them instead to the neurosurgeon, | may send them to
4 the orthopedic surgeon. | might agree with you, but not

5 others--

6 MS. PARSONS: | would agree dermatology is

7 somewhat different than other specialties. That isa

8 caveat to specialty. In fact, two states have passed

9 direct access legislation because we are somewhat

10 different in the way some of our things are done.

11 MR. KERR: Dr. Merritt, do you want to come
12 up to the microphone?

13 MS. MERRITT: | just want to make a quick

14 comment on what she was saying. | think what you're also
15 taking about in chronic conditions, in complex conditions,
16 for example, | often will get a person referred for a

17 consultation, and then what | will do is outline my full

18 diagnostic impression and a suggested treatment plan. We
19 do everythingin-house. So assoon as| seethe person, |
20 fax thereport over because I'm typingit.

21 They then know what the treatment plan is.

22 And it'sup to whoever decidesit if they feel they want

23 to follow through with that treatment plan asfar asthey
24 can or if they need to refer back to me. So at least they

25 get afull, kind of, look at what's going on. Most of the

26 time, they kind of see whereyou'regoing. It'sa

27 coherent and justifiable process, and they're reasonable.

28 They'regoing to go with you. What happens, if there'sa
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1 delay or playing around, you end up spending mor e money
2 getting a complex and difficult thing to treat than if you

3 go ahead and treat.

4 I'd like to back up with one of the

5 comments. Dr. Susan Horne had done a pretty impressive
6 study, | don't know if you've heard about it in other task

7 force meetings, looking at HM Os acr oss the country and

8 looking at major health entities. It was about 15,000

9 people. It wasareally big study.

10 And the bottom line was they found that if

11 the physicians were allowed to do individualized and

12 efficient care quickly in atimely manner, they actually

13 saved money, particularly some of the more chronic and
14 difficult conditionslike asthma, et cetera.

15 And again, we come back to the multicultural

16 populations, some of them, if they can go to the

17 traditional providersand straight through, it makes more
18 sensethan to haveto get to the primary doctor and not

19 haveto wait a week or two and haveto go to the specialty
20 doctor, where they might have to wait a few weeks or a few
21 monthseven.

22 So by the time the specialist sees them,

23 it'sa much more complex situation, and it's harder to

24 treat, and you have a wor se outcome, and it's going to

25 cost more.

26 And with regard to M edi-Cal, authorizations

27 for Medi-Cal, there'sa process called a Tar Process which

28 involvestheseincredible forms. Now, | can talk about
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1 Medi-Cal and Medicare all day long, but I'm not gonna.

2

DR. GILBERT: It'simportant, because the

3 Tar for Medi-cal isthe fee-for-service, not the managed

4 care.

5

MS. MERRITT: | totally agree. And that's

6 what | was going to point out; that depending on which

7 system the person isin, the problem iseven with

8 Medicare, you still have to document -- if you have people

9 with a chronic condition that you know is not going to
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change, and they're going to need a wheelchair, let's say,
or whatever it isthey're going to need, you still have to
fill out theseincredibly redundant forms, which cost time
and money.

And one other solution that | would liketo
suggest isa universal form for disability, for
authorization, for summary of the problem, and for
medications, because it's the same infor mation.

Now, my population -- for one patient, |
haveto do formsfor state disability, forms social
security, formsfor Medicare, formsfor the unemployment,
formsfor their employer, formsfor theD.M.V. | mean,
ten different formsliterally, and each one asksthe same
guestions.

Oneform, universal form, would save so much
money for alot of physician's offices and improve the
efficiency with which people can be processed. And that
has come up before. It'snot an impossible concept. And

it may not seem an important one, but in terms of
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improving the flow, | can tell you, | can get rid of half
a person just for form time alone.

DR.ALPERT: | can't resist. You really hit
something. You said it's not hostile -- it may not seem
important, but believe meitis. I'm paraphrase. And |
think that that phenomenon existsalot in the problems
that we'refacing. | think there are componentsjust like
theonethat'sjust been discuss. And that'swhy | was
hitting on preauthorization also. It'sall part of the
same thing.

There are problemsthat arenot perceived by
everyone looking at this, because they'r e often different
-- therearevery few of us, to be quitefrank, who arein
doctor/patient relationships on a daily basis. Those of
uswho are, and there arethree of usright now at this
table, realize that these things which may seem tiny are
hugein impact in terms of cost, time, energy, efficiency,
and doctor/patient relationship, et cetera.

And | hopethat we'refinally getting into
sort of finding that out. And maybewe'll chew on it, and
flush it out, and something will come of that component.
Because it's a huge component.

MR. KERR: Thank you. Any questions? I'll
take one more from the audience.

MS. MERRITT: Get theother doctor up here.

MS. ARNOLD: For therecord, I'd liketo
exemplify the common problemswith der matology and

ophthalmology. We'll have a mother take a child out of
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school because they have a swollen lid, inflammatory.
It's so unsightly and so defor ming that you push on the
outside and cause arefractory change. They want it
drained. But geographic managed carewon't give
authorization for diagnosis. The GPshave already figured
out the diagnosis, but we have to bring them back a week
or two later after we get an authorization. And
authorizations are passed out only once a week. So we
have grandmain with glaucoma. You need aworking
employed person to bring grandma in, but you don't have
the authorization to take the necessary optical photo, to
do thevisual fields.

And if there's high pressures and visual
field laws, you got two out of threeindicators. We can
go ahead and start treatment that day. But you haveto
withhold treatment for several days, becauseit's one day
at atime, very piecemeal. You can do one piece, and you
can only get an authorization for onething at a time.
And there's such an efficiency if you can do it all at
once.

MS. O'SULLIVAN: Do you see M edi-cal managed
care patients?

MS. ARNOLDS: A lot, yes.

MS. O'SULLIVAN: How do you seethat
compared to your private paid managed care?

MS. ARNOLDS: Or even could | compareit to,
like, straight Medi-Cal, istherereally efficiency there,

wher e as the geographic managed care, you can't do
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anything without an 11 digit authorization number, and you
haveto wait a few daysto get it by fax. Sometimesyou
can get it the morning after.

MS. O'SULLIVAN: How about compared to
private pay managed care? Isit way more difficult?

MS. PARSONS: Well, someplans-- they're
very similar. When | entered thistown, | could run my
office with one and a half full-time equivalents. Now it
takes about four full-time equivalents. The paperwork
used to get managed one day a week. Now it's a two-person
five-day-a-week job, I'm not seeing mor e patients, but I'm
paying much higher wagesfor the paperwork shuffle.

MS. RODRIGUEZ-TRIAS: | wanted to ask
because since in the whole -- managed careisthe cost in
payment because of these controls, if you will, to over
utilization or whatever. What'sthe answer? Isthere
possibly advice for people who have certain conditions?

MS.MERRITT: Yes. Thisiswhat | was
speaking about when | wastalking about targeting high
risk populations. There should be some kind of fast track
so peopledon't get caught likethisand run into -- |
mean, especially when there's such a serious outcome such
asloss of vision, which | have seen also. And loss of
function, which | have seen also.

There should be afast track. We havea
priority person. And in part, again, it is education,
because who is making the decision often. The decision is

being made by someone you have to spell out the diagnosis,
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1 and that isnot only infuriating at timeswhen you're

2 exhausted and trying to do theright things. It'svery

3 frustrating when you as a physician under stand the

4 severity of a situation, and trying not to sound like

5 you'rejust trying to, you know, get your Porsche payment.
6 You'retryingto get thisthing donefor the patient.

7 And you're having to reason with a system

8 that the way sometimesit's structured isvery irrational,

9 because you also know their goal istry to save money.

10 And it'sa matter of prioritization and

11 education, you know. If you have a diabetic, hypertensive
12 patient that has classic signs and symptoms, that per son
13 needsto befast tracked. Likethe other person said,

14 Kaiser didn't have the medical assistance. There'sa

15 problem with that. There hasto be a certain quantity of
16 the people, you know, making the decision and a system to
17 educate so that there'saprioritization or triage, if you

18 will, and to under stand the outcome.

19 Going back to Susan Horne'sdata. If you

20 give people what they need, go outside and institute

21 formulasfor certain patient groups becauseit'sgoing to
22 work better or they're going to be more compliant, you're
23 goingto end up having better outcomes and you're going to
24 reduce costsin thelong run.

25 MR. KERR: Any other questions? Rodgers.

26 MR. RODGERS: Based on what you're saying,
27 what you're describing iswhat | call hassle factor.

28 Hassles of getting them in for care.
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1 Do you think the poor performing managed

2 care planswill be weeded out in thelong term? By long
3 term, | mean next threeto five years, or that there has

4 to belegislative initiative cause, raising of the bar,

5 consistent raising of the bar?

6 MS. MERRITT: | would say without

7 legidlativeinitiatives, | would probably move out of this
8 country. | could go to Jamaica, and | would have better
9 prenatal morbidity mortality rate than right now as an
10 African-American woman if | wereto have a baby in

11 America.

12 There's something terribly wrong with that.

13 And thereisnoincentive. And what'shappening now is
14 with vertical integration, which we're at in Sacramento,
15 you'renot even dealing just with capitation. You're

16 dealing with an entireinfrastructure that has now grown
17 like a cancer that'sjust totally solidified and organized
18 itself. And thewholeimpetusisleaving out the people
19 in the process, the providers, namely the provider teams
20 and the patient. And it'soften not even based on

21 rationality. It'sbased on a concept that was set forth,
22 and it'skind of going on its own now.

23 And you see people shunted, and they're not

24 looking at the whole picture. There'snot enough time.
25 Everyoneispressed for time. There'smoreerrorsbeing
26 made. There'sgoingtobemoreliability. But who's

27 goingto suffer intheend? Theonly onel careabout is

28 the patient. The patients are going to suffer.
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1 So legislative input to say there hasto be

2 accountability, this, this, and thisin terms of wherethe
3 money is being spent, how much education is being made,
4 how much community collaboration isthere, how much
5 targeting of high risk populations, what really is

6 complianceratio, and are you getting -- | mean, | have
7 patientswho do pay out of plan to come see me.

8 | haveto literally write -- not only write

9 letters, but get on the phone with their physiciansin

10 their delivery systems. 1'm not even trying to yell at

11 the-- they're paying me cash. I'm not even involved in
12 it. And I can't even convince them to treat high blood
13 pressurethat's not being treated properly, to get the
14 diabeticsunder closer control.

15 Diabetesin my family -- for example, all my

16 first cousins haveit, except for thelast one that was

17 just pregnant. She couldn't get into a birthing class,

18 even though her plan advertised that they have prenatal
19 birthing classes. She's35. She'shigh risk. Her sister
20 just had an 11-pound baby and was diabetic. And I'm
21 saying you haveto get into birthing class. They haveto
22 follow you carefully. They need to do additional tests.
23 Shewas growing huge quickly, all the signs of early

24 diabetes, and she couldn't get in to be seen any faster,
25 get any closer attention through that system that

26 advertised it having these thingsin place.

27 And I'm not in that system. So what I'm

28 saying, it's a conceptual framework we'retalking here.
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1 It'sbeyond the hassle factor, the authorization process.

2 And | think, you know -- I'm going to let you speak too --
3 | think legislatively we're going to have to look at

4 certain standardsof care. Not define quality as how long
5 they haveto wait or how long beforethey get an

6 appointment with awarm body or how much they save or how
7 much they go down in their premiums.

8 Quality needsto be defined by effective

9 outcomes, amount of people who are educated, changesin
10 health behaviors, those kind of things, which | think this
11 survey isgoingto beimportant.

12 MS. PARSONS: | would address when you said
13 thetypes of plansthat are moreonerous, | believe that
14 word has been used, are some of thelarger ones. Or the
15 onel particularly get morefrustrated with isone of the
16 larger groups. You havetoremember that thelarge HM Os,
17 it'salso -- it'sa business driven thing, and the large

18 employersare choosing that which is most cost effective.
19 So long asthat HM O continuesto be cheaper,

20 that employer may continueto contract with that

21 organization. And until there arerequirementsfor

22 employersto provide morethan one plan, provide a PPO
23 plan, those moretightly regulated type HM Os, regulated
24 meaning they control cost factor and are more onerousto
25 deal with, those HM Os | think will continueto exist.

26 It'sa business thing not only from an HM O

27 standpoint, but also from all of our large employersin

28 our state. Soit'snot a new issue.

87

BARNEY, UNGERMANN & ASSOCIATES (818) 226-5900



1 MR. KERR: Any other questions? Fascinating
2 afternoon. Did we missanybody else? | want to let you
3 know if you would like to submit written testimony,

4 contact one of the task force members. The next hearing
5 isin Los Angeles, Thursday, August 7. Thank you very
6 much for your time, especially on Saturday. And | declare
7 thismeeting closed.

8 (Whereupon the proceedings

9 were adjourned at 4:46 P.M )
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3

4 I, SERENA WONG, RPR, CSR NO. 10250, a

5 Certified Shorthand Reporter in and for the State of

6 California, do hereby certify;

7 That said proceeding was taken down by mein
8 shorthand at the time and place named therein and was
9 thereafter reduced to typewriting under my supervision;
10 That thistranscript containsafull, true,

11 and correct report of the proceedings which took place at
12 thetime and place set forth in the caption hereto as

13 shown by my original stenographic notes.
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